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Foreword 


On  January  2,  1974  the  Begional  Bail  Beorganiza* 
tion  Act  of  1973  (the  Act)  became  law.  It  was  passed 
in  response  to  a  threat  to  the  Nation’s  transportation 
^stem  posed  by  the  bankruptcy  of  eight  railroads  in 
the  Northeast  and  Midwest,  including  the  Nation’s 
largest  transportation  company,  the  Penn  Central 
Transportation  Company.  The  Act  reflected  a  gi’owing 
conviction  that  the  ordinary  processes  of  individual 
railroad  reorganizations  under  Section  77  of  the  Bank¬ 
ruptcy  Act  were  inadequate  to  assure  a  continuing  rail 
Q^stem  in  the  Northeast  and  hlidwest  region  (the  Be- 
gion).  The  Penn  Central  bankruptcy  occurred  in  June 
1970,  ]’ust  two  years  after  the  merger  of  the  Pennsyl¬ 
vania  and  New  York  Central  railroads.  Other  bank¬ 
rupt  carriers  are  the  Ann  Arbor,  Erie  Lackawanna, 
Boston  &  Maine,  Central  of  New  Jersey,  Lehigh  Valley, 
Beading  and  the  Lehigh  &  Hudson  Biver, 

It  was  the  Penn  Central’s  collapse  which  focused 
the  Nation’s  attention  on  the  Northeast  rail  situation. 
Penn  Central  alone  employed  over  90,000  people 
and  operated  some  20,000  miles  of  railroad  covering  16 
states,  the  District  of  Columbia  and  two  Canadian  prov¬ 
inces.  Included  in  the  Penn  Central’s  territory  are  55 
percent  of  the  Nation’s  manufacturing  plants  and  60 
percent  of  its  manufacturing  employees.  An  integral 
part  of  the  Nation’s  transportation  system,  the  Penn 
Central  handles  more  than  20  percent  of  all  the  freight 
cars  loaded  in  the  United  States.  Over  70  percent  of  its 
traffic  interchanges  with  other  railroads.  It  is  the  Na¬ 
tion’s  leading  carrier  for  the  transportation  of  automo¬ 
biles,  chemicals,  metals,  coal  and  manufactured  con- 
Bumer  products.  Moreover,  the  eight  bankrupt  carriers 
employed  almost  120,000  persons,  a  quarter  of  all  rail 
employees  m  the  United  States. 

Most  of  the  Begion’s  railroad  bankruptcies  differ 
from  earlier  railroad  insolvencies  in  one  essential  re- 
epect  Until  the  1960’s  railroad  bankruptcies  typically 
were  the  result  of  an  inability  of  the  railroads  to  carry 
debt  costs.  There  were  multiple  reasons  for  such  finaii- 
cal  difficulties,  but  the  point  is  that  reorganization  of 
the  debt  structure  of  the  bankrupt  railroads  was  ade¬ 
quate  to  reestablish  an  ongoing  corporate  structure  and 
insure  continuing  rail  service.  The  causes  of  the  present 
railroad  bankruptcies  are  more  complex  and  the  con¬ 
sequences  more  severe.  The  bankrupt  roads  today  are 
imable  to  pay  taxes  or  cover  operating  expenses  in  spite 
of  the  fact  that  they  often  drastically  curtailed  mainte¬ 


nance  of  their  physical  plant.  This  deferred  maintenance 
expense  results  in  even  further  revenue  loss  and  in¬ 
creased  operating  expenses.  The  problems  of  Penn  Cen¬ 
tral  and  other  bankrupt  railroads  require  more  than 
traditional  reorganization  procedures. 

The  reasons  underlying  the  current  financial  dif¬ 
ficulties  of  the  Begion’s  carriers  are  discussed  at  some 
length  in  the  body  of  this  report.  Essentially,  the  cur¬ 
rent  bankruptcies  arc  the  residt  of  fundamental  forces 
affecting  profitability  of  the  entire  rail  industry — forces 
which  have  had  their  greatest  adverse  impact  in  the 
Northeast  and  Mdwest  Begion.  It  is  generally  agreed 
that  management  had  some  responsibility  for  tlie  fail¬ 
ure  of  the  Penn  Central.  But  to  put  the  primary  respon¬ 
sibility  on  management  would  wrongly  conceal  the 
underlying  problem.  It  would  mask  the  need  to  deal 
with  the  broader  issues  which  will  adversely  affect  the 
long-term  financial  condition  of  the  industry  as  a  whole, 
including  ConBail  and  the  restructured  eastern  roads 
envisioned  by  the  Act.  A  Senate  Commerce  Committee 
special  staff  report  prepared  in  1972  stated  that; 

a  study  of  the  Penn  Central  results  in  a  strong  in¬ 
dictment  of  its  management,  it  would  be  a  mistake  to  end  the 
examination  with  the  conclusion  that  management  failures 
were  the  principal  reasons  for  the  railroad’s  downfall  .  .  . 
(T)he  environmental  circumstances  (economic  and  competi¬ 
tive)  surroimding  the  Pennsylvania  Bailroad,  the  New  York 
Central  Bailroad,  and  the  Penn  Central  Bailroad  were  so 
burdensome  that  it  is  not  easy,  nor  perhaps  valid,  to  conclude 
that  a  different  management  would  have  prevented  the  collapse 
of  the  Penn  CentraL . . .”  ^ 

During  the  first  3  years  of  the  Peim  Central  bank¬ 
ruptcy,  it  was  believed  that  the  carrier’s  financial  prob¬ 
lems  could  be  overcome  within  the  existing  framework 
of  Section  77  of  the  Bankruptcy  Act.  Early  in  1973, 
however,  the  Penn  Central  trustees  reported  to  their 
reorganization  court  that  substantial  governmental  as¬ 
sistance  would  be  needed  to  upgrade  Penn  Central’s 
plant  and  equipment  so  as  to  permit  obtaining  the  in¬ 
creased  traffic  necessary  for  a  successful  Section  77  re¬ 
organization.  This  amount  later  was  estimated  at  be¬ 
tween  $600  and  $800  million. 

Congress  responded  to  the  bleak  Penn  Central  situa¬ 
tion  by  passing  a  joint  resolution  in  February  1973  di¬ 
recting  the  Secretary  of  Transportation  to  submit,  with¬ 
in  45  days,  a  "report  which  .  .  .  provides  a  full  and 

'U.S.  Congress,  Senate.  Committee  on  Commerce.  The  Penn  Ccntril 
and  ether  Sailroaie,  Committee  Print,  02a  Cong.,  2d  sesi.,  1972, 
p.m 
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comprehensive  plan  for  the  preservation  of  essential  rail 
transjwn'tation  services  of  the  Northeast.  .  .  Before 
such  a  report  could  be  drafted,  the  presiding  judge  in 
the  bankruptcy  proceeding,  Judge  Fullam,  issued  an 
Order  on  March  6, 1973  expressing  his  concern  that  con¬ 
tinued  operation  of  the  Penn  Central  Avould  violate  the 
Fifth  Amendment  rights  of  creditors.  This  Order  di¬ 
rected  the  Penn  Central  trustees  to  file  either  a  plan  of 
reorganization  or .  a  proposal  for  liquidating  the 
radlitMid. 

Faced  ivith  a  possible  liquidation  of  the  Penn  Cen¬ 
tral,  Congress  undertook  the  extensive  deliberations 
"which  led  to  the  passage  of  a  nevr  reorganization  act 
tailored  to  the  needs  of  the  bankrupt  carriers. 

The  Regional  Rail  Reorganization  Act  of  1973  is  what 
its  name  specifically  implies.  It  shortens  the  normal 
bankruptcy  process  by  giving  special  powers  and  re¬ 
sponsibilities  to  the  United  States  Railway  Association 
(USRA),  to  the  Rail  Services  Planning  Office  (RSPO) 
of  the  Interstate  Commerce  Commission  (which  it  cre¬ 
ated),  to  the  Secretary  of  Transportation  and  to  the 
newly  created  Special  Court.  These  powers  are  in  addi¬ 
tion  to  those  available  to  a  normal  Section  77  Bank¬ 
ruptcy  Court,  and  indeed  the  purposes  of  the  Act  are 
considerably.broader  tlian  those  of  previous  bankruptcy 
statutes.  A  basic  goal  of  the  Act  is  to  take  the  several 
bankrupt  railroads  found  to  be  incapable  of  individual 
reorganization  under  Section  Y7  and  reorganizing  and 
consolidatmg  their  essential  rail  properties  into  a 
financially  self-sustaining  rail  company.  In  turn,  secur¬ 
ities  of  the  new  company  and  other  benefits  are  to  be  pro¬ 
vided  to  creditors  of  the  bankrupt  railroads,  in  ex¬ 
change  for  those  rail  properties  designated  for  use  in 
continued  rail  service  under  the  reorganization  plan.  A 
successful  reorganization  requires  creation  of  an  on¬ 
going  rail  company  with  earning  ability  (combined 
with  other  benefits  available  under  the  Act)  sufficient 
to  underwrite  the  securities  of  the  new  company  and 
hence  to  compensate  the  creditors  adequately  for  prop¬ 
erties  transferred  to  the  planned  system.  The  transfer 
of  designated  property  is  mandatory  following  accept¬ 
ance  of  the  Association’s  Final  System  Plan  by 
Congress. 

The  claimants  of  the  Penn  Central  already  have  tested 
the  constitutionality  of  the  Act  They  contended  that  the 
ultimate  value  of  the  stock  or  securities  of  ConRail 
would  not  be  equal  to  the  “constitutional  minimum” 
value  of  their  property.  Following  an  expedited  appeal 
schedule,  the  Supreme  Court  of  the  United  States  up* 
held  the  constitutionality  of  the  Act.  The  Court  held,  in 
effect,  that  should  the  securities  and  benefits  of  the  Act 
be  inadequate,  the  creditors  could  then  bring  an  action 
against  the  United  States  government  in  the  Court  of 
Claims  for  any  deficiencies.  In  addition,  the  Special 
Court  established  by  the  Act  has  found  that  the  Act,  in 
conjunction  with  a  Court  of  Claims  remedy,  provides  a 


“fair  and  equitable”  process  for  compensating  the 
creditor. 

The  Act  provides  for  many  imaginative  and  innova¬ 
tive  solutions  in  the  effort  to  avoid  the  catastrophe  that 
^yould  result  from  cessation  of  most  of  the  railroad  op¬ 
erations  in  the  Northeast.  These  provisions  include  re¬ 
duction  of  the  delays  and  uncertainties  characteristic 
of  Section  77  proceedings,  mergers  and  discontinuances 
of  uneconomic  rail  service.  The  Act  also  provides  gov¬ 
ernmental  assistance  in  meeting  labor  protection  costs. 
Most  important,  it  provides  funds  for  rehabilitation  and 
modernization  of  neglected  physical  plant  and  subsidy 
of  rail  lines  which  generate  too  little  traffic  to  warrant 
continuation  with  purely  private  financial  backing.  The 
Act  also  provides  subsidies  to  continue  operation  of 
the  bankrupt  carriers  during  the  planning  process  until 
a  successor  operation,  could  take  over. 

At  the  time  of  the  Act’s  passage,  railroad  bank- 
"ruptcies  •were  geographically  limited.  The  Act  ap- 
plied,-tlierefore,  only  to  railroads  in  reorganization 
under  Section  77  of  the  Bankruptcy  Act  in  a  region  that 
can  be  generally  described  as  the  Northeastern  United 
States — from  the  Canadian  border  on  the  North  to 
Virginia,  West  Virginia  and  the  Ohio  River  on  the 
South ;  from  the  Atlantic  Ocean  on  the  East  to  Michi¬ 
gan  and  Illinois  on  the  West. 

Three  new  entities  were  provided  for  by  the  legisla¬ 
tion.  First,  there  is  the  United  States  Railway  Associa¬ 
tion,  which  has  the  duty  to  develop  a  “Final  System 
Plan”  providing  for  the  reorganizatimi  of  rail  services 
and  the  disposition  of  rail  properties  of  the  bankrupt 
railroads.  It  is  authorized  to  issue  obligations  totaling 
not  more  than  $1.65  billion  to  be  used  for  making  loans 
to  assist  in  carrying  out  the  Act.  . 

Second,  the  Act  established  a  Rail  Services  Planning 
Office  in  the  ICC  to  evaluate  the  reports  of  the  Secre¬ 
tary  of  Transportation  and  USRA,  to  assist  communi¬ 
ties  and  users  of  rail  service  which  might  not  otherwise 
be  adequately  represented  in  the  evaluation  process,  to 
publish  standards  for  various  costing  and  subsidy  cal¬ 
culations,  and  to  assist  States  and  other  agencies  in 
determining  whether  to  provide  rail  service  continua¬ 
tion  subsidies. 

Third,  the  Act  provides  for  the  creation  of  a  new 
for-profit  corporation.  Consolidated  Rail  Corporation 
(ConRail),  to  acquire  and  operate  tlie  rail  properties 
conveyed  to  it  under  the  “Final  System  Plan.” 

A  timetable  for  accomplishing  specific  tasks  is  set 
forth  in  the  Act,  and  the  Association  is  required  to  de¬ 
vise  a  Preliminary  System  Plan  by  February  26,  1975. 
This  report  contains  that  Plan. 

On  Januar}'  9, 1975,  trustees  of  the  Erie  Lackawanna 
Railroad,  a  railroad  in  reorganization,  made  known  to 
the  Association  their  desire  to  be  included  in  the  reorga¬ 
nization  planning  process.  This  report  reflects  inclusion 
of  the  Erie  Lackawanna,  but  in  certain  key  areas  it  has 
been  impossible  to  include  the  full  impact  of  such  a 


change  in  the  planning  process.  In  the  interim  between 
issuance  of  the  Prelindnary  and  Final  System  Plans,  a 
supplemental  report  on  certain  specific  elements  such 
as  an  analysis  of  Erie  Lackawanna  branch  lines  will  bo 
issued  for  public  comment 

The  financial  projections  included  in  this  report  are 
predicated  on  a  continuation  of  the  level  of  traffic,  reve¬ 
nues  and  expenses  the  industry  has  experienced  in  the 
last  2  years.  The  Association  has  tried  to  assemble  the 
best  available  data  and  has  commissioned  reputable  out¬ 
side  experts  to  aid  in  the  xiresentation  of  forecasts  of 
traffic  and  inflation  factors. 

It  is  impossible  to  determine  at  this  time  the  extent 
and  duration  of  the  current  business  recession.  The  re¬ 
cession  will  hrlve  significant  direct  effects  on  ConRail 
operations  and  financial  performance  in  its  initial  years. 
These  distortions  cannot  be  reflected  fully  in  XJSRA's 
present  estimates  of  ConKail’s  financial  performance. 

The  Association  believes  that  with  a  proper  expendi¬ 
ture  of  fmids,  a  good  management,  more  fleidbility  in 
pricing  its  services  and  relief  from  debilitating  losses 
from  improfitable  branch  lines  and  passenger  services 
conducted  for  Amtrak  and  local  communities,  We  can 
forecast  a  profit  for  ConRail  that  would  be  about  equal 
to  the  average  rate  of  profitability  for  the  major  solvent 
railroads  in  the  Nation.  Even  these  carriers,  however, 
earn  only  a  marginal  return  on  the  investment  required 
and  the  gross  volume  of  business  conducted;  ConRail 
can  do  no  better. 

■Whether  this  result  can  be  brought  about,  however, 
will  depend  on  many  factors  outside  the  planning  proc¬ 
ess.  As  one  studies  tlie  Association’s  Preliminary  Sys- 
tem  Plan,  it  wiU  become  evident  that  there  are  no  simple 
solutions  in  revitalizing  tJie  bankrupt  railroads.  The 
economics  of  the  industry  cannot  be  changed  overnight. 
Recessions  such  asjthe  one  we  arc  now  experiencing  can 
ruin  the  rail  system  while  periods  of  economic  expansion 
have  done  no  more  than  permit  realization  of  a  very 
modest  profit  for  the  industry  as  a  whole. 

Tlie  Association  can  only  plan  a  system  and  recom¬ 
mend  methods  of  financial  assistance.  Others  will  have 
to  share  in  the  creation  of  an  environment  favorable  to 
an  economically  viable  rail  system  for  the  Nation.  The 
industry  itself  collectively  must  do  those  things  which 
bring  about  a  major  improvement  in  utilization  of 
cars,  facilities  and  equipment.  Future  profitability  of 
tlie  industry  also  will  depend  in  part  on  increases  in 
productivity  of  people;  organized  rail  labor  must  find  a 
way  to  contribute  to  that  increased  productivity.  Exist¬ 
ing  relationships  of  the  Region’s  railroads  to  their  cus¬ 
tomers  and  to  the  government  will  have  to  be  altered. 
Shippers  and  passengers  will  have  to  bear  a  larger  share 
of  the  costs  of  providing  rail  services.  A  small  number 
of  communities  and  shippers,  will  have  to  be  prepared  to 
forego  rail  service  where  the  provision  of  such  service  is 
no  longer  economical  and  subsidy  funds  are  not  forth- 
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coming.  In  general,  a  vigorous  effort  must  continue  to 
identify  those  transport  markets  which  rail  serves  best 
and  to  adopt  rail  service  and  operations  to  such  optimal 
economic  functions. 

In  addition  to  the  individual  and  local  responsibDity 
described  above,  federal,  state  and  local  governments 
must  be  prepai*ed  to  change  their  policies  toward  trans¬ 
portation.  Ultimately,  economic  viability  for  all  trans¬ 
portation  is  a  function  of  a  realistic  recognition  of  the 
necessity  for  the  industry,  and  those  who  use  it,  to  pay 
its  costs  and  permit  it  to  obtain  a  reasonable  profit.  If 
fundamental  changes  are  not  made  in  these  factors,  and 
those  enumerated  above,  an  alternative  is  nationaliza¬ 
tion,  a  solution  no  more  desirable  nonuthan  it  has  been 
in  the  past. 

The  Regional  Rail  Reorganization  Act  contemplated 
that  this  report  and  the  plan  which  it  describes  would 
be  “preliminary”,  and  the  Association  wishes  to  stress 
the  aptness  of  that  description.  The  February  26  statu¬ 
tory  deadline  has  given  the  Association  less  than  eight 
months  from  the  date  the  Board  of  Directors  took  office 
to  conduct  a  transportation  planning  effort  of  unpre¬ 
cedented  complexity.  During  the  period  between  the 
release  of  this  report  and  the  completion  of  the  Final 
System  Plan,  USRA  will  continue  the  collection  and 
refinement  of  relevant  data  and  will  develop  more  fully 
aspects  of  the  rail  services  plan  which  now  are  tentative. 
Within  the  next  60  days,  the  RSPO  is  to  hold  public 
hearings  on  the  Plan  and  send  to  the  Association  an 
evaluation  of  public  testimony  as  well  as  its  own  eval¬ 
uation  of  the  Preliminary  System  Plan.  At  the  sanie 
time,  the  ICC  will  consider  whether  proposed  acquisi¬ 
tions  by  solvent  carriers  meet  the  requirements  of  Sec¬ 
tion  6  of  the  Interstate  Commerce  Act.  The  Final  Sys¬ 
tem  Plan  is  to  bo  adopted  by  the  Executive  Committee 
of  the  Association’s  Board  of  Directors  not  later  than 
Juno  26  and  presented  to  the  entire  Board  for  its  ap¬ 
proval.  On  that  same  date  the  Final  System  Plan  will  be 
forwarded  to  the  Interstate  Commerce  Commission.  By 
J uly  26, 1975  the  Plan  is  to  be  submitted  to  Congress  for 
its  consideration.  The  Association  will  not  hesitate  to  re¬ 
vise  or  amplify  what  is  being  x^resented  in  this  report 
should  additional  analysis  or  imx:)roved  data  X’oint  to 
new  or  better  ways  of  providing  adequate  rail  transpor¬ 
tation  service  to  the  Region  in  keeping  with  the  man¬ 
date  of  the  Act. 

This  Preliminary  System  Plan  raises  many  issues 
for  public  debate,  and  offers  recommendations  for 
many  but  not  all  of  the  significant  questions  that  are 
posed.  The  public  discussion  to  follow  publication  of 
the  Plan  will-  aid  in  developing  the  Association’s  rec¬ 
ommendation  in  the  Final  System  Plan. 

For  the  Board  of  Directors 


Arthur  D.  Lewis,  Chairman 
fVB  Doo.75-6305  VUed  a-a6-70;8:4S  am] 


9333 


1 


The  Economic  Decline  of  the 
Railroad  Industry 

Essential  to  an  understanding  of  the  United  States  Railway  Asso- 
cialion*s  Preliminary  System  Plan  is  an  appreciation  of  the  economic 
history  of  the  rail  industry.  The  railroads  played  a  key  role  in  the  rapid, 
expansion  and,  development  ,  of  this  country  during  the  19th  and  early 
IKHh  centuries,-  Over  the  last  50  years^  however ^  a  far  different  picture 
has  evolved. 

Since  1947 y  the  railroad  industry  has  experienced  an  80  percent 
decline  in  passenger  revenue  miles.  During  the  same  period y  freight 
revenue  ton-miles  increased  by  only  SO  percent,  as  opposed  to  an  increase 
in  the  gross  national  product  of  170  percent,  competing  technologies 
matured  and  public  policy  accommodating  those  technologies  came  into 
being,  the  railroad  industry  in  the  Northeast  and  Midwest  Region  was 
finable  to  respond  fvUy  to  changing  economic  trends. 

There  is  no  single  cause  of  the  bankruptcies  in  the  Region  and, 
iher^ore,  no  single  remedy.  But  problems  which  have  beset  the  rail  in¬ 
dustry  in  general  are  uniquely  combined  in  the  Region.  Each  factor  con¬ 
tributing  to  the  current  state  of  rail  service  must  be  addressed  satisfactorily 
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if  the  industry  is  to  he  restored  to  a  competitive^  constructive  position  and 
provide  the  nation  with  safe  and  efficient  service. 

Chapter  1  explores  those  major  economic  factors  affecting  tJw  rail 
industry's  declinCf  particularly  in  the  Region,  Appendix  JB,  a  supple- 
merit  to  this  Chapter  ^  details  the  current  financial  condition  of  th^  industry. 


The  nation*3  railroads  were  the  marvel  of  an  earlier 
day.  Rail  teclmology  opened  the  West,  giving  access  to 
millions  of  acres  of  wilderness.  The  national  rail  sj^stem 
grew  from  Y67  miles  of  rail  along  the  Atlantic  seaboard 
in  1835  to  a  254,000  mile  intercontinental  network  at  its 
peak  in  1916.  The  rail  construction  era  was  finished  for 
the  seaboard  states  by  1900  and  soon  afterward  for  the 
remainder  of  the  Kortheast  states. 

Much,  of  the  rail  plant  was  constructed  to  meet  local 
needs  rather  than  to  serve  regional  or  national  transport 
functions.  Coordination  of  rail  lines  was  minimal  and} 
as  a  result,  the  present  network  is  not  the  most  efficient 
system  that  could  have  been  designed.  The  rail  system 
today  retains  much  of  its  early  duplication  and  complex 
ownership. 

Railroads  were  the  first  of  the  modern  transportation 
technologies  to  develop.  In  the  absence  of  a  competing 
technology,  the  raiF  system  of  the  19th  Century  pro- 
Auded  a  comprehensive  array  of  transportation  services, 
including  both  freight  and  passenger  services.  Rail¬ 
roads  provided  the  only  way  to  develop  an  area  inten¬ 
sively ‘either  for  agricultural  or  industrial  uses.  More 
than  any  other  factor,  the  railroads  linked  the  regions 
of  this  country  into  a  transcontinental  economy. 

'During  World  War  I,  railroads  were  vital  in  this 
country’s  role  of  providing  material  to  the  allies.  They 
continued  to  be  the  dominant  intercity  form  of  trans¬ 
portation  througliout  the  decade  of  the  1920’s.  Their 
market  position  was  reflected  in  their  financial  strength 
and  the  value  of  their  equity  and  debt  securities.  The 
railroads  were  truly  one  of  America’s  great  industries. 

Over  the  last  half-century,  however,  a  far  different 
industry  has  evolved.  Although  railroads  continue  to  be 
the  largest  carrier  of  intercity  freight  in  terms  of  ton- 
miles,  they  no  longer  dominate  intercity  transportation. 
Efficient  competing  systems  of  transportation  have 
eroded  the  rail  traffic  base.  The  last  period  of  heavy 
reliance  on  railroads  occurred  in  World  War  II  when 
the  rail  system  mobilized  to  handle  greatly  expanded 
traffic  and  again  supported  a  nation  at  war.  Gasoline 
and  rubber  rationing  limited  the  use  of  the  private  auto¬ 
mobiles,  trucking  was  in  relative  infancy  and  the  in¬ 
land  waterway  network  was. less  extensive  than  it  is 
today. 

After  World  War  II,  the  competitive  position  of  the 
railroads  deteriorated.  Revenue  passenger  miles  de¬ 


clined  80  percent  from  1947  to  1973  in  spite  of  explosive 
growth  in  passenger  travel  generally.  Railroad’s  market 
share  of  perishable  agricultural  produce  and  higher¬ 
rated  manufacturing  products  declined  significantly. 
During  the  post-war  period  the  growth  of  the  railroads 
has  lagged  behind  the  economy  in  general.  In  1947  the 
railroads  carried  nearly  two-thirds  of  the  intercity 
freight;  by  1973  that  share  had  dropped  to  39  percent. 
During  the  same  period,  when  the  gross  national  prod¬ 
uct  grew  approximately  170  percent  (after  adjusting  for 
inflation)  and  while  industrial  production  grew  219 
percent,  total  U.S.  rail  revenue  ton  miles  grew  only  30 
percent  while  ton  miles  carried  in  the  Eastern  District 
(see  Chapter  10,  Figure  4  for  definition  of  Eastern  Dis¬ 
trict)  actually  declined  17  percent. 

Slug^h  traffic  and  revenue  growth  have  depressed 
the  railroads’  financial  performance.  Railroad  earnings 
today  are  only  three-quarters  of  their  *1947  level  (again, 
after  adjusting  for  inflation).  For  many  years  the  cash 
generated  by  the  American  railroads  has  not  been  suffi¬ 
cient  to  meet  capital  requirements  of  the  industry,  and 
the  return  on  investment  has  not  been  sufficient  to  enable 
the  railroads  to  finance  capital  expenditures  by  selling 
common  stock. 

The  general  decline  in  market  share  and  the  accom¬ 
panying  financial  problems  of  railroads  are  most  severe 
in  the  Northeast.  Eight  carriers  in  the  Northeast  and 
Midwest  are  bankrupt;  several  elsewhere  in  the  country 
are  in  precarious  financial  condition,  but  none  are  bank¬ 
rupt.  Six  of  the  bankrupt  railroads  cannot  meet  their 
operating  and  maintenance  expenses.*^ 

Causes- for  the  Decline 

Much  of  the  discussion  surrounding  the  plight  of 
America’s  railroads,  and  particularly  the  financial  col¬ 
lapse  of  the  Penn  Central,  fails  to  grasp  the  complexity 
of  the  issue.  There  is  no  single  cause  and  no  simple  solu¬ 
tion.  Underlying  all  aspects  of  this  problem  is  the  sig¬ 
nificant  difference  in  the  degree  of  public  support  en- 

^  The  courts  hare  determined'  that  these  six  carriers  cannot  be  re¬ 
organized  on  an  Income  basis  urlthln  'the  provisions  of  Section  77  of 
the  Bankruptcy  Act,  and  they  were  included  In  the  USRA  planning 
effort  at  the  outset.  Trustees  of  a  seventh,  the  Erie  Lackawanna,  re¬ 
cently  stated  that  the  line  cannot  be  reorganized  on  an  Income  pro¬ 
ducing  basis  and  have  petitioned  Congress  to  permit  reclassification 
as  a  railroad  in  reorganisation  under  the  Act.  The  Boston  A  Maine 
reorganisation  court  determined  that  it  can  be  reorganised  under 
normal  procedures. 


2 


9335 


joj-cd  by  the  various  transportataon  systems  (see  Ap¬ 
pendix  H) .  Railroading’s  ills  cannot  be  traced  to  one  or 
another  single  cause,  nor  can-  these  causesjie  readily 
corrected.  The  cinrrent  economic  condztkni  of  the  rail¬ 
roads  is  attributable  to  many  complex  and  interrdated 
factoi-s,  among  the  more  important  of  \diich  are: 

•  The  virtual  explosion  of  the  technology  of  rival 
forms  of  transportation  since  1920,  which  radically 
changed  the  competitive  position  of  the  rail  industry. 
In  contrast,  the  rate  of  technolo^cal  development  of 
the  rail  industry  has  been  slow,  reflecting  its  relative 
maturity. 

•  Massive  public  support  for  the  newer  auto,  truck, 
harge  and  airline  technologies  through  provision  of  pub¬ 
lic  funds  for  ground  facilities  and  rights-of-way.  Only 
a  portion  of  the^  costs  ai'e  repaid  by  user  charges, 

•  Basic  changes  in  underlying  market  conditions  as 
indust r}’  locations  shift «1  and  traffic  flows  declined  and 
as  heavy  industry  and  agriculture  ga\^  way  to  a  service- 
oi  iented,  liigh  technology  economy. 

•  The  inability  of  the  railroatl  industry  to  adjust  to 
clianging  niarket  conditions  because  its  facilities  are 
fixed  in  i>lace,  because  the  regulatory  climate  con¬ 
strained  management's  flexibility  in  setting  rates,  in 
merging  and  in  ubandoiuug  obsolete  properties  and  lines 
and  because  of  lass  of  traffic  toother  modes  of  transpor¬ 
tation.  Public  law  pi'evented  the  rail  industry  from  de¬ 
veloping  unified  B}:stems  of  transportation  using  many 
ditfei'ent  met  hods  of  moving  goods. 

•  The  preoccupation  of  smne  rail  managements  with 
o{>e rating  problems  while  neglecting  the  devdopment 
of  modern  marketing  practices.  An  additional  factor  is 
the  inability  of  management  and  labor  to  agreeon  meth- 
oils  for  impmving  labor  piodnctivity  following  implc- 
jnentation  of  innovations  wholly  or  partially  designed 
to  economize  labor  costs. 

•  Tlic  industiy  generally  has  had  insufficient  internal 
funds  to  maintain  and  upgrade  its  facilities  nor  have 
l)rivatc  capital  or  public  fimds  been  available.  The  re¬ 
sult  luis  been  deferred  maintenance,  which  has  fur¬ 
ther  weakened  the  competitive  position  of  the  lines 
involved.  Thus,  the  vicious  cycle  is  complete. 

All  tliesc  problems  must  be  attacked  if  satisfactory 
rail  freight  service  is  to  exist  in  the  future.  The  prob¬ 
lems  attributable  to  a  failure  of  operations  or  manage¬ 
ment  must  be  corrected  within  tlie  industry.  Public 
policy  burdens  must  hp  i-esdlved  and  policies  revised, 
Goveiiiment  must  grant  the  raihroad  industry  the  flexi¬ 
bility  to  adjust  wliere  competing  technol(^ies  have  al- 
teied  the  competitive  position. 

All  this  can  be  done.  FurtheriooR,  it  can  be  dona 
within  the  framework  of  private  ownership  and  op¬ 
eration,  but  it  will  take  a  prudent  planning  ft 
sizeable  commitment  of  public  funds,  realistic  xcvi&ons 


in  national  tran^ortation  policy  and  the  gmiuine  co¬ 
operation  of  tlie  industry. 

Chonges  in  Technology 

ilfty  years  ago  there  simply  was  no  other  form  of 
intercity  transportation  for  the  bulk  movement  of  goods 
and  people  other  than'the  railroads.  Although  rail 
technol<^  has  not  been  wholly  static,  developments 
since  that  date  in  no  way  rival  the  technical  develop¬ 
ments  of  competitors. 

With  the  emergence  of  the  automobile,  society  be¬ 
came  more  highly  mobile,  a  development  as  important 
to  the  economy  as  to  social  custom.  This,  coupled  with 
the  development  of  the  high  ^>eed,  presstmized  air¬ 
plane  for  medium  range  and  long  distance  travel,  ef¬ 
fectively  eliminated  the  train  as  a  competitor  for  pas¬ 
senger  services.  After  a  long  downward  decline  in 
traflic,  the  rail  industry  basically  phased  out  of  the 
intercity  passenger  market,  once  a  major  contributor  to 
profits. 

Innovations  in  trucking  along  with  the  development, 
of  modem  highway  systems  have  enabled  motor  carriers 
currently  to  carry  23  percent  of  the  total  intercity 
freight  ton-miles.  A  combination  of  waterway  develop¬ 
ment  and  improved  baige  tedinology  has  created  a 
major  water  carrier  industry  since  1920,  and  inland 
waterways  now  account  for  16  percent  of  total  inter-* 
city  ton-miles  of  freight.  Pix)eline  technology  has  cap¬ 
tured  the  movement  of  fluid  petroleum  and  natural  gas, 
and  oil  pipelines  now  account  for  about  22  perwnt  of 
intwrity  freight  movement.  Moving  coal  slurry  (par- 
ticks  of  coal  suspended  in  water)  through  pipelines 
may  cause  this  mode  to  grow  substantially  in  the  future. 

The  past  three  decades  have  seen  the  advent  of  a 
number  of  technological  advances  in  the  railroad  in¬ 
dustry,  among  them:  diesel  power,  modem  freight  car 
equipment,  piggyback  and  unit  trains,  scheduled  main¬ 
tenance  prograBKS,  autonmted  classification  yards,  conii- 
puterized  clerical  functions  juid  centralized  traffic  con¬ 
trol.  But  these  have  been  incremental  in  nature,  as  op- 
I)osed  to  the  major  advances  realized  by  rail’s  emnpeti- 
tors,  and  railroads  have  thereby  suflered  in  the  market¬ 
place. 

Government  Pelktes 

An  forms  of  modem  transportation  (except  pipe- 
Hnes)  have  received  a  generous  heljung  hand  from  all 
"levels  of  government  and  all  are  sul^ect  to  various 
laws  and  legolatimis.  Public  policy  toward  transporta¬ 
tion  has  two"  elements :  financial  support  and  regula¬ 
tion.  In  both,  public  policy  appears  to  have  worked  to 
the  disadvantage  of  railroads. 

Fimncial,  The  federal  government’s  basic  pdicy  has 
been  to  piomote  development  of  different  methods  of 
transportation.  This  has  been  a  deep-seated  national 
policy  froiBi  the  very,  beginning  of  the  United  States, 
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cme  of  its  early  applications  i)eing  land  grants  to 
Western  xaHioads  in  the  19th  Century,  federal 
govemmenb  has  continued  this  policy  of.  large  scale 
promotional  aid  into  this  century  by  the  support  of  the 
new  transportation  tedmologies  as  they  came  into 
being. 

The  early  assistance  to  railroads  pales  when  com- 
paied  to  tim  continuing  aid  ^ven  to  the  development 
of  the  private  automobile  and  trucking  industry,  the 
airlines  and  inland  bai'ge  operations— all  competitors  to 
the  railroads. 

Throng  1973,  total  federal,  state  and  local  expend!* 
tures  to  support  rival  forms  of  tran^oitation  have  be^ 
in  excess  of  $450  billion,  most  of  it  spent  since  1920 
(see  Appendix  H).  Only  a  portion  of  this  outlay  has 
l^n.  recovered  by  user  charges,  such  ^  fuel  taxes,  rate 
surchaiges,  rental,  landing  fees  and  the  like. 

Government  policy  toward  the  railroads  contrasts 
sharply  with  national  policy  toward  the  coastal  and  in* 
land  waterways,  where  facilities  from  lighthouses  to 
locks  have  be^  constructed  and  operated  directly  by 
governmental  authorities  without  charge  to  water  car* 
riers.  AH  government  expenditures  on  waterway  facili¬ 
ties  totaled  approximately  $16  billion  throu/^  1971,  a 
substantial  proportion  of  which  represents  benefits  to 
water  carriers. 

Government  support  of  airways  and  airports  has  been 
substanriah  User  fees  were  not  levied  until  the  IfiSOls 
and  not  until  197 0,  in  the  Airport  and  Airways  Develop¬ 
ment  Act,  did  Congress  set  up  user  taxes  and-a  trust 
fund  for  o^ital  expenditures  in  airports  and  airwaya 

In  Appendix  H,  it  is  noted  th&t  goveimn^  support 
for  airlines  in  expenditures  for  operations  of  the  air¬ 
ways,  on  the  order  of  $500  million  annually,  is  not  com¬ 
pensated  in  user  charges.  In  addition,  loctJ.  service  air¬ 
lines  receive  subsidies  for  service  to  small  cities  in  ex¬ 
cess  of  $60  million  annually.  Ih  the  area  of  Ihmght,  air 
transport  has  little  influenced  the  railroads’  current  sit¬ 
uation,  but  the  airplane  has  been  a  key  factor  in  the 
demiserof  what  was  once  a  xaiy  profitable  passenger 
service. 

Highways  and  motor  tran^rt  have  received  the 
broadest  and  most  substantial  governmental  fud,  with 
expenditures  for  highways  by  all  levels  of  govenun^ 
amounting  to  over  $20  billion  per  year  in  the  early 
1970^s.  Fuel  taxes  and  other  fees  have  paid  mudi  of  the 
cost  of  highway  development  and  mmntenance^ 
but  many  experts  believe  that  tiie  large  rail-competitive 
trucks  have  not  paid  their  share  relative  to  the  benefits 
they  xecmve. 

l^thont  question,  the  major  highway  improvements 
of  the  last  30  years,  especii^y  the  conkruction  of  the 
Interstate  .Bj^way  System,  have  aided  tnu^  move? 
ment  greatly  and  have  accelerated  the  diverrion  of 
freight  trafiSb  to  trucks  from  raiL  Even  at  55  mpJh.,  and 
with  aUewance  for  rest  and  stops,  trucks  have  an  over¬ 


night  service  range  of  more  than  400  miles  in  a  single- 
driver  truck,*  thus  allowing  rapid  service  througliout  a 
region  from  a  limited  number  of  distribution  centers. 

In  this  century,  the  railroadsimd  the  pipelines  are  the 
only  competing  forms  of  transportation  which  have  not 
berated  substantially  from  public  expenditures  for 
their  basic  rights-of-Way  and  ground  facilities.  This  has 
distorted  the  cost  comparisons  between  the  railroads  and 
their  competitors  significantly.  The  cost  of  maintenance 
of  way  azid  communications  and  related  facilities  of  the 
railroads,  including  interest  charges,  were  21  percent  of 
total  rail  revenues  in  1973.  Thus,  railroads  are  at  a.con- 
riderable  disadvantage  in  competing  for  traffic. 

Even  if  user  fees  were  fully  compensatory,  the  fact 
that  rail  ccunpetitors  obtain  their  fixed  facilities  and 
rights-of-way  by  such  charges  acts  again  to  the  substan¬ 
tial  disadvantage  of  the  railroads.  For  the  railroads, 
these  costs  are  largely  fixed  while  rail  competitors  pay 
a  user  charge  only  as  needed  for*  the  facility  involved. 
Costs  thiis  vary  directly  with  volume  of  business. 

By  virtue  of  public  provision  of  rights-of-way,  non- 
rail  transportation  businesses  do  not  have  to  maintain, 
repair  and  re-construct  facilities  and  rights-of-way.  Kail 
competitors  therefore  have  a  less  complex  managerial 
burdeu. 

Another  major  disadvantage  for  railroads  is  the  long¬ 
term  effect  of  inflation  on  the  comparative  costs  of  do¬ 
ing  buriness.  Barge  operators  pay  nothing  for  the  right 
to  operate  over.tho  waterway  system.  Truckers  pay  fuel 
taxes  which  are  raised  inf^uently  so  that  their  unit 
expense  on  right-of-way  varies  only  with  volume  and 
has  risen  §lowly.  For  example,  federal  fuel  taxes 
have  not  been  raised  since  1959.  By  contrast,  railroads 
must  maintain  their  facilities  with  their  own  money,  and 
rising  prices  tmd  higher  labor  costs  must  be  home  more 
immediately. 

EegvlatUm,  The  railroads  were  the  first  American 
industry  to  come  under  extensive  state  or  federal  gov¬ 
ernment  regulation,  even  antedating  passage  of  the  In¬ 
terstate  Commerce  Act  of  1887.  Undoubtedly,  the  public 
interest  was  well  served  by  the  original  regulatory  struc¬ 
ture  because  of  the  geographic  unevenness  of  competi¬ 
tion  between  rail  routes  and  railroads’  concentrated 
economic  power. 

Bailroad  regolation  in  today’s  transportation  en¬ 
vironment, 'however,  warrants  reexamination.  A  recent 
study  estiinated  the  economic  losses  from  excess  capacity 
(inefficient  use)  and  misallocation  of  traffic  attributable 
to  trani^ortation  regulation  at  $4r-$9  billion.®  Regu- 
laflon  of  railroad  rates  has  failed  to  assure  adequate 
industry  profits  and  rates  of  return  and  has  retarded 
the  railroads’  ability  to  compete,  because  the  existing 
process  is  ‘‘slow,  cumbersome,  mflexible  and  hostile  to 

I  Estimate  sucffested  by  Amerlcaa  Trackini'  Association,  based  oa 
10  boors  at  40  m.p.h. 

•Thomas  CL  bloor^  TKS  J'eatfbiHfy  0/  Dertgulating  Surface  Trane- 
fortation,  pp.  22-23. 
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marketing  innovation  by  the  ranroads”,*  T!he 
state  Commerce  Commission  cm  the  one  hand  has  fre» 
quently  used  the  power  it  possesses  to  hold  down  rateS) 
and  the  evidence  suggests  that  hold>downs  have  been  to 
protect  movement  of  commodities  that  otherwise  would 
be  isolated  geographically.  On  the  other  hand,  the 
Commission  often  has  disallowed  rate  reductions  that 
competition  would  have  dictated. 

The  return  on  railroad  investment  has  not  appeared 
to  be  a  foremost  consideration  to  the  ICC.'The  preva¬ 
lence  of  across-the-board  rate  increases  attuned  to  gen¬ 
eral  price  and  wage  levels,  not  rates  of  return,  is  not 
sufficiently  responsive  to  the  chan^ng  economic  and 
transpoit;  environment. 

Railroads  offered  a  full  range  of  transportation  serv¬ 
ices  in  the  1920’s,  but  they  have  not  evolved  further  into 
transportation  companies^  the  Congress  having  created 
law  that  impedes  such  evolution.  By  law  in  1936,  rail¬ 
roads  Avere  precluded  from  offering  competitive  truck 
service,  unless  they  were  then  offering  such  services, 
althougli  they  were  not  precluded  from  securing  oper¬ 
ating  rights  to  undertake  the  pickup  and  delivery  func¬ 
tions  which  trucks  perform  so  well. 

Mergers  and  other  forms  of  coordination  Avithin  the 
railroad  industry  also  are  subject  to  regulatory  restric¬ 
tion  and  delay.  Thus,  the  railroad  industry  has  been 
handicapped  while  its  competitors  have  exploited  new 
technologies  to  the  full  and  have  enjoyed  the  benefits 
of  public  funds  that  have  so  greatly  assisted  competing 
methods  of  commercial  transportation.  These  pressures 
have  had  massive  adverse  affects  on  the  dynamics  of 
railroad  development  and  the  profitability  of  the  in¬ 
dustry. 

Not  having  developed  as  integrated  transportation 
companies,  railroads  becanxe  more  and  more  narrowly 
defined  in  the  markets  in  Avhich  they  could  effectively 
comiMjte  and  in  their  approach  to  the  problems  of 
transportation.  RailAvay  labor  took  the  full  brunt  of 
the  competitive  impact  of  other  forms  of  transportation; 
job  protection  became  a  major  element  of  rail  labor 
objectives  and,  in  part,  an  aspect  of  regidation.  It  is 
questionable  Aviietlier  rail  labor  AA’ould  have  been  so'pre- 
o<’cupied  Avith  job  protection  if  the  railroads  had  been 
l)ermitted  to  develop  as  integrated  transportation  sys¬ 
tems. 

Freight  Growth  and  Character 

Freight  transportation  has  groAA'ii  slowly  relative  to 
the  gross  national  product  (GNP),  and  the  composi¬ 
tion  of  freight  that  has  grown  is  less  suitable  to  rail 
service  and  more  adaptable  to  trucking.  Between  1947 
and  1972,  intercity  freight  traffic  grew  at  an  average 
annual  rate  of  2.8  percent  compared  to  an  average  an¬ 
nual  groAvth  rate  of  3.8  percent  for  GNP.  If  intercity 

*  D.S.  Senate,  Committee  on.  Comiaeree,  The  Penn  Central  and  Other 
Jtallroads,  p.  280. 


ton-miles  are  calculated  exclusive  of  oil  pipeline  move¬ 
ments,  the  average  annual  growth  of  all  freight  between 
1947  and  1972  was  only  2.2  percent.® 

The  forces  which  cause  freight  transport  demands 
to  grow  more  slowly  than  the  economy  include : 

•  The  substitution  of  lighter- weight  materials  to  be 
trantported. 

•  The  growth  of  submarkets  which  justify  multiple 
re^onal  production  sites. 

•  Improved  transport  and  distiibution  ^sterns. 

•  More  radical  technological  changes,  such  as  high- 
voltage  long-distance  lines  for  the  “shipment”  of  elec¬ 
tricity,  as  opposed  to  the  transportation  of  energy 
resources.® 

It  appears  that  established  industries  have  managed 
to  reduce  their  transportation  requirements.  In  addi¬ 
tion,  the  consumption  of  bulk  raw  materials,  another 
staple  of  rail  traffic,  reflects  population  groAvth  more 
closely  than  it  does  economic  activity.  For  the  last  quar¬ 
ter  century  or  more,  the  agriculture,  mining  and  forestry 
sectors  of  the  economy  have  been  declining  as  a  share  of 
GNP.  Historically,  these  industries  provided  the  basio 
source  of  railroad  jfreight  and  their  relative  decline  has 
contributed  to  rails’  falling  share  of  traffic. 

Even  worse  from  the  railroads’  perspective,  bulk  com¬ 
modities  traditionally  transported  by  rail,  such  as  iron 
ore  and  grains,  have  grown  less  rapidly  than  plastics 
or  meat,  for  example.  Coal  production  shoAved  no  groAvth 
at  all  betAveen  1957  and  1965,’  but  it  may  rebound  as  a 
major  source  of  domestic  energy.” 

Manufacturing  production  has  grown  more  rapidly 
than  that  of  bulk  commodities,  but  within  the  manu¬ 
facturing  sector  the  fastest  growth  has  been  in  industries  • 
producing  goods  that  arc  of  high  value  relative  to  their 
bulk  and  also  relative  to  the  transportation  costs  in¬ 
curred.  Good  examples  are  computers,  business  machines 
and  such  consumer  goods  as  television  sets,  high  fidelity 
equipment,  cosmetics  and  pharmaceuticals — articles  gen¬ 
erating  little,  demand  for  rail  transport.  The  fastest 
growing  sectors  of  the  economy  are  personal  services, 
finance  and  government — activities  needing  little  goods 
movement  in  general  or  rail  transportation  in  par¬ 
ticular.* 

Location  of  Economic  Activitios 

Production  locations  exert  an  influence  on  transport 
demand  apart  from  the  nature  of  the  goods  themselves, 
and  for  the  railroads  this  influence  has  been  negative. 

•  Improving  Railroad  Productivitg,  Final  Report  of  the  Task  Force 

on  Railroad  ProductiTity.  to  the  National  Commission  on  ProdnctlTlty 
and  The  Council  of  Economic  Advisers,  1973,  p.  2.  ** 

•  U.S.  Senate,  Committee  on  Commerce,  The  Penn  Central  and  Other 
SaiJroade,  pp.  232-33. 

« Ibid.,  p.  229. 

•  Improving  Railroad  Produetivitg,  Pinal  Report  of  the  Task  Force 
'on  Railroad  ProduetiTity,  Chapter  I  for  a  general  discussion,  and  Alex¬ 
ander  Jm  liorton.  Freight  Remands  unpublished  Ph.D.  dissertation. 
Harmd  nslTenityi  1973,  for  addiUonal  detail. 
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Population  shifts  to  anetropolitau  centers  reduce  the 
amount  of  traffic  to  and  from  rural  areas  and  leaye  ex.-  * 
cess  iiiral  trackage,  -which  has  not  decreased  oonenr* 
xeutly  w'ith  population  shifts  away  from  areas  the  lines 
once  served.  As  a  result,  railroads  are  burdened  with 
facilities  that  no  longer  are  productive.  Further,  the 
most  rapid  production  and  population  growth  is  in  areas 
such  as  Atlanta,  Dallas,  Phoenix  and  Denver,  not  in  the 
older  Eastern  production  centers  with  extensive  rail 
plants. 

Thus,  ndlroads  in  these  older  areas  suffer  as  jol^p  and 
factories  move  to  and  natural  resource  development 
tabes  place  in  newer  growth  areas.  Multiple  centers  and 
natural  resource  development  encourage  producers  to 
move  their  plants,  creating  less  interdependent  regions 
of  the  nation.  Tliis  in  turn  has  favored  the  iise  of  short- 
haul  truebing.  Today,  good  highways,  especially,  the 
interstate  system,  are  prime  factors  in  business  and 
plant  location. 

j*  Truck,  barge  and  pipeline  have  the  decided  advantage 
of  being  unencumbered  by  inherited  equipment  and  op¬ 
erating  patterns.  They  can  focus  on  the  most  promising 
areas  of  cargo  carried  by  rail ;  railroads,  to  some  extent 
held  back  by  regulation,  cannot  fight  back  with  equal 
^  competitive  vigor.  Trucks  and  airplanes  appear  to  have 
captured  the  transportation  of  light  high-value  com- 
‘  modities  for  decentralized  shippers  requiring  high- 
q^lity  Service. 

I  Manufacturers  generally  choose  plant  locations  by 
considering  both  good  highway  access  and  good  rail 
connections,  and  many  aerospace  and  electronics  firms 
producing  very  high-value  goods  will  be  found  near  air¬ 
ports.  Barge  and  pipeline  fiirms  vigorously  solicit  trans¬ 
portation  of  bulk  goods;  the  ton-miles  they  move 
roughly  have  quadrupled  during  the  last  two  decades, 
i  . 

Daficit  Sarvica  Raquiramants 

I  The  early  rapid  expansion  of  the  railroad  industry 
and  the  absence  of  effective  competition  led  to  the  con- 
etmctioii  of  many  lines  no  longer  economic  to  operate. 
Traffic  once  almost  the  sole  domain  of  the  railroad  in¬ 
dustry  was  captured  by  competitive  transport  busi¬ 
nesses,  and  this  trend  continues  today,  with  railroads 
in  the  Northeast  and  Midwest  facing  the  largest  re¬ 
adjustment  problem. 

Some  excessive  rail  capacity  has  resulted  from 
changes  within  the  industry  itself,  as  a  result  of  cen¬ 
tralized  traffic  control  syst^s,  automated  yards,  larger 
freight  cars  and  more  powerful  locomotives.  Railroad 
mergers  and  internal  redirections  of  traffic  flows  result 
in  unnecessary  trackage  as  the  industry  seeks  better  use 
of  roadway  and  rolling  stock. 

Traditionally,  the  railroad  industry  seeks  to  un- 
Imrden  itself  of  deficit-producing  services  (usually 
light  density  branch  lines  or  passenger,  services)  by 


petitioning  regulatory  agencies  to  discontinue  or  aban¬ 
don  the  service.  However, 

the  essential  approach  of  both  leg^lation  and 
regulation  was  to  consider  abandonment  as  an 
aberration  . . .  small  tovm  grain  elevators,  like 

'  AYhooping  cranes,  were  to  be  preserved  when¬ 
ever  possible . . . 

Where  the  losses  on  branch  lines  have  been  substan¬ 
tial,  e^[>ecially  in  thie  Region,  the  condition  of  all  rail¬ 
road  properties  is  financially  damaged.  Maintenance 
of  way  expenditures  are  deferred  and  the  attempts  to 
meet  minimum  safety  standards  lead  to  a  lack  of  funds 
for  main  line  maintenance  as  well  as  the  deficit-produc¬ 
ing  brandbu 

Estimates  of  avoidable  losses  from  light  density 
branch  operations  nationwide  vary  from,  about  $57 
million  to  more  than  $100  million  per  year.  This  is  not 
an  amount  suffiment  to  restore  the  financial  health  of 
the  industiy,  but  “the  correlation  between  financial  con¬ 
dition  and  the  incidence  of  the  light  density  line  prob¬ 
lem  suggests  that  the  problem  may  be  somewhat  greater 
than  the  FRA  estimate  implies.” 

The  Railroad  Problem  in  the  Region 

The  railroads  in. the  Region  and  particularly  those 
in  the  Northeast  have  been  affected  mwt  severely  by 
the  negative  factors  influencing  the  financial  health  and 
condition  of  the  railroad  industry.  The  Northeast  was 
the  first  area  to  be  developed,  has  the  oldest  industries 
and  the  oldest  and  most  extensive  railroad  system.  Many 
of  its  railroads  were  built  purely  for  local  service  well 
before  the  advent  of  trucking.  The  current  railroad  sys¬ 
tem  represents  a  splicing  of  hundreds  of  constituent 
roads,  each  having  its  own  outdated  branches  and  spurs. 

The  industries  predominating  in  the  Re^on,  partic¬ 
ularly  the  Nortiieast,  are  among  the  most  slowly  grow¬ 
ing  sectors  of  the  economy  and  are  the  most  easily  dis¬ 
placed  by  new  location  patterns.  In  addition,  they  tend 
to  produce  goods  that  lend  themselves  to  trucking  com¬ 
petition,  especially  because  predominating  shipments 
are  short  haul  in  nature.  Water  carriers  are  also  active 
in  and  around  the  Region  and  intermodal  facilities  are 
much  more  extensive  there. 

The  railroads  in  the  Region  also  are  responsible  for 
a  predominant  share  of  passenger  service,  representing 
a  loss  to  operate  and  a  distraction  for  management.  The 
plant  facility  built  to  provide  extensive  passenger  serv- 
ives  also  represents  a  greater  degree  of  redundancy  than 
anywhere  else  in  the  system. 

•James  R.  Nelson,  “The  Economics  of  Railroad  Abandonments," 
S^mpoBium  •*  Economic  mnd  Puhtic  Policp  Pneton  Ittftucncinp  Light 
Density  RaU  lAne  Operntions.  January  1073,  sponsored  by  U.S.  Depart¬ 
ment  of  Transportation,  Federal  Railroad  Administration,  p.  6. 

“  Improving  Railroad  Productivity,  Final  Report  of  the  Task  Force 
oe  Railroad  Productivity,  p.  ICX  Ijoea  estimatee  were  take*,  from  paces 
160  and  161.  ^ 
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[  In  addition,  the  depletion  of  natural  resources  in  the 
f  East  has  led  those  industries  and  the  traffic  they  generate 

to  depart  to  the  newer  and  more  rapidly  developing 
population  centers.  This  situation  has  resulted  in  de< 
creased  tax  revenues  to  serve  social  purposes  of  c(xn< 
munities  in  the  Northeast.  They  in  turn  have  been  more 
reliant  on  property  taxes  levied  on  railroad  holdings 
and  most  resistant  to  abandonments  depriving  them  of 
those  revenues. 

The  Problem  of  the  Penn  Central  Merger 

Generalizations  about  the  Penn  Central  merger  are 
difficult  to  make.  They  depend  on  three  underlying  fac¬ 
tors  that  are  hard  to  separate :  the  difficulties  and  con¬ 
straints  management  faced,  the  quality  of  personnel 
and  their  decisions  and  agreements  reached  with  labor 
and  the  ICC  as  conditions  of  the  merger,  i.e.,  labor  pro¬ 
tection  arrangements  and  the  agreement  to  absorb  the 
New  Haven  railroad  into  the  merged  system. 

The  legacy  of  railroading  in  the  Northeast  would 
lead  many  to  believe  correctly  that  successful  manage¬ 
ment  of  the  merged  railroad  would  be  a  miraculous 
and  almost  unobtainable  goal.  One  study  refers  to  the 
Penn  Central  merger  as  the  birth  of  *^a  grotesque  set  of 
Siamese  twins.”  “  The  two  partners  were  both  in  jfinan- 
cial  difficulties,  mostly  a  result  of  developments  beyond 
management  control  as  discussed  elsewhere  in  this 
chapter. 

Management  decisions  in  the  railroad  industry  are 
constrained  by  many  considerations,  including  regula¬ 
tory  policies  and  decisions,  relationships  with  shippers 
and  dependence  upon  connecting  railroads,  the  position 
of  competitive  carriers  such  as  trucks,  rail  technology 
and  the  plant  and  equipment  inherited  from  the  past. 
Regulatory  procedures  and  delays,  a  necessary  part  of 
the  merger  process,  left  the  merger’s  outcome  in  doubt. 
From  the  late  1950’s  imtil  final  approval  was  won  in 
1966  and  court  procedures  and  objections  exhausted  in 
1968,  merger  planning  was  stifled  by  uncertainty. 

One  element  of  management  capability  does  seem  to 
lend  itself  to  discussion.  It  concerns  the  implementa¬ 
tion  of  the  merger  itself,  the  scale  of  the  resulting 
merged  company  and  the  dynamics  of  transition  toward 
this  new  and  greatly  expanded  scale  of  operations. 
Prior  to  the  merger,  the  two  major  parent  railroads 
served  a  large  amoimt  of  identical  geographic  terri¬ 
tory,  had  substantial  parallel  route  structure  and  ex¬ 
perienced  similar  traffic  patterns.  It  was  understood 
that  merger  meant  consolidation.  Savings  were  antici¬ 
pated  from  the  elimination  of  duplicate  operations  and 
facilities. 

It  appears,  however,  that  “little  thought  was  appar¬ 
ently  given  to  the  difficult  process  of  forging  one  com¬ 
pany  from  tlie  pieces  of  its  predecessors,  .  .  .  the  pre- 

“U.S.  Senate,  Committee  on  Commerce,  The  Penn  Central  and 
Other  Railroadt,  p.  179. 


merger  planning . . .  did  not  spell  out  the  steps  or  proc¬ 
esses  necessary  to  move  from  two  separate  roads  to  one 
unified  railroad.”  In  the  rush  to  consolidate,  the  diffi¬ 
culties  of  a  major  change  in  physical  flow  of  traffic  and 
reorganized  work  patterns  for  labor  were  not  given 
systematic  attention,  and  managerial  philosophies  of 
the  two  parent  companies  appeared  to  differ  widely. 

The  results  of  a  crash  program  to  merge  incompatible 
systems  were  devastating.  Without  detailed  operational 
planning  the  attempt  to  grow  suddenly  introduced  a 
dynamic  element  which  overrode  all  else.  In  hindsight, 
Penn  Central  proved  not  to  have  adequate  management, 
sufficient  time  or  financial  stability  to  support  the  con¬ 
solidation  of  the  two  major  operating  companies. 

Chan^ng  patterns  of  production,  a  declining  share 
for  the  Northeast  economy  and  the  increasingly  com¬ 
petitive  service  of  alternative  modes  required  innova¬ 
tive  responses  from  management  that  did  not  appear. 
Specific  managerial  shortcomings  played  a  role:  ex¬ 
amples  are  high  dividends  paid  out  in  the  face  of  cash 
shortages,  the  deterioration  of  internal  accounting  con¬ 
trols  leading  to  deterioration  of  the  billing  and  collec¬ 
tion  functions  and  overly  imaginative  accounting  pro¬ 
cedures  to  bolster  report^  income.  In  addition,  it  was 
questionable  wisdom  to  proceed  with  the  merger  itself 
as  the  cost  of  labor  protection,  the  absorption  of  the 
New  Haven  and  the  generally  drawn  out  delays  esca¬ 
lated  the  negative  aspects  of  the  problem* 

Summary  and  Future  Outlook^’ 

Several  pervasive  and  enduring  causes  for  the  de¬ 
cline  .of  railroading  were  examined  in  the  first  part  of 
this  chapter.  These  causes  gave  the  appearance  of  a 
concerted  act — ^by  the  general  public,  other  industries, 
government,  even  the  railroads  themselves — to  cause  the 
railroads  to  fall  from  power  into  financial  difficulty. 
The  problems  of  the  Northeast  and  the  bankrupt  car¬ 
riers  simply  are  extensions  of  those  found  elsewhere, 
and  the  financial  conditions  provide  ample  evidence  of 
decline  becoming  collapse  among  the  candidates  for 
consolidation. 

Yet  railroads  have  shown  considerable  staying  power. 
It  is  striking  that,  after  several  decades  of  expanding 
truck  operations  and  a  deteriorating  rail  industry,  rail- 
ix>ads  are  still  the  leading  producers  of  freight  ton- 
miles.  The  more  than  850  billion  revenue  ton-miles 
moved  in  1973  represent  approximately  the  same  volume 
as  all  other  carriers  combined,  except  pipelines.  In  1973, 
the  railroads  set  an  all-time  record  for  ton-miles  of 
freight,  and  they  experienced  a  slight  increase  in  their 
share  of  total  intercity  traffic  for  the  first  time  in  almost 
a  decade. 


« Ibid.,  p.  3.15. 

V  A  fall  discuMlon  of  tbe  current  financial  condition*  of  the  railroad 
Indnatry  and  the  Region  In  particnlar,  accompanied  by  anpportlng 
tables  and  graphs,  appears  In  Appendix  B. 
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A  reriev  of  the  factors  affecting  tlie  growth  of  inter¬ 
op  freight  traffic  in  the  Northeast  and  the  competitive 
balance  among  modes  does  not  suggest  a  strong  revival, 
however,  regardless  of  the  relative  efficiency  of  the  rail 
industry,  "l^e  Northeast  will  continue  to  experience 
population  outmigration  and  a  lower  rate  of  population 
growth.  The  nation’s  birth  rate  has  reached  its  lowest 
point  in  decades  and  continues  to  fall. 

Diminished  year-to-year  growth  in  real  income  i>er 
capita  also  w'C^d  contribute  to  diminished  growth  in 
traffic  volumes,  A  number  of  factors  point  to  lower 
growth  in  real  income  than  was  achieved  between  1945 
and  1970,  continuing  the  trend  of  the  past  few  years. 
Thus,  the  volume  of  raw  materials  and  manufactured 
goods  handled  by  freight  carriers  should  grow  less  rap¬ 
idly  than  it  has  during  the  post-war  period.  Further 
accentuating  this  trend,  more  is  being  spent  on  services 
and  highly-fabricated  manufactured  goods  that  gen¬ 
erate  fewer  tmi-miics  per  dollar  of  finished  product. 

The  relocation  of  raw  material  sources  and  manufac¬ 
turing  centers  away  from  the  Northeast  will  aggravate 
its  retarded  growth  of  freight.  Manufacturing  facilities 
have  tended  to  remain  dispropoctionatriy  concentrated 
in  the  Begion,  although  it  has  ceased  to  be  a  major 
source  of  raw  materials  other  than  coal.  As  its  popula¬ 
tion  or  market  disperse  the  t^dency  of  recent  decades 
for  manufacturing  to  leave  the  area  ^ould  persist. 
Higher  costs  of  freight  transportation,  spurred  by 
higher  fuel  costs  and  the  uncertain  outlook  for  the  Kc- 
gion’s  rail  transport,  should  stimulate  further  dcccn- 
tralizatimi  of  manufacturing. 

One  of  the  largest  rail  users,  the  automobile  industry, 
just  announced  a  ^  billion  capital  program  to  develop 
emaller  and  more  fuel  effirient  cars.  This  can  <mly  have 
a  negative  effect  cm  the  movement  of  total  freight  in 
the  Begion.  ‘ 

'V^Tiile  these  inherent  negative  factors  must  be  con¬ 
sidered  in  any  forecast,  the  Associatiem  has  projected 
a  slight  increase  in  rail  freight  traffic  over  the  next 
.decade.  This  is  based  on  the  assumption  of  general 
growth  in  traffic  and  maintenance  (rather  than  decline) 
of  rail’s  share  in  the  freight  market. 

The  one  bullish  traffic  forecast  is  for  the  movement 
of  coal.  Bailroads  are  the  dominant  coal  carriers,  and  a 
massive  conversion  to  coal  consumption  could  lead  to 
substantial  growth  in  Northeast  freight  tonnages  and 
ton-miles,  despite  the  depressing  effect  of  other  factors. 
A  growth  of  coal  traffic  would,  of  course,  place  rather 
different  demands  on  the  rail  system  than  an  equal 
growth  of  other  traffic.  However,  even  if  coal  consump¬ 
tion  does  grow  rapidly,  there  is  no  assurance  that  rail¬ 
roads  will  benefit  accordingly. 

The  availability  of  rail  transport  lias  been  a  prereq¬ 
uisite  for  coal  production  in  the  past,  but  mine-mouth 
generation  and  high-voltage  electricity  transmission 
have  been  used  increasingly  as  an  alternative  to  coal 
transport,  and  further  technological  breakthroughs  in 


transmission  may  b©  expected.  Coal  gasificaiion  and 
liquefaction  presumably  wiU  attract  greater  attention 
as  volumes  grow.  Only  the  railroads’  share  of  export 
coal  traffic  seems  reasonably  secure  from  such  dbersion, 
■although  it  is  concentrated  over  a  limited  number  of 
rail  routes. 

The  ptxwpects  for  rail  frei^t  growth,  in  the  iSTorth- 
east  also  are  clouded  by  a  posriblc  shift  of  frei^t  to 
competing  modes.  There  already  has  been  a  substantial 
diversion  of  high-valued  freight  to  trucking,  and  trucks 
are  appearing  to  become  steadily  more  aggressive  in 
(XHnp^ing  for  bulk  commodities  as  well.  Three  factors 
that  may  perp^uate  this  trend  are  greater  freedom  for 
private  truck  operations  to  solicit  backhauls,  increased 
truck  size  and  weight  allowances  and  high  interest  rates 
that  reward  inventory  redudion  and  ti^t  scheduling. 
On.  the  other  hand,  higher  fuel  costs  and  stricter  en¬ 
forcement  of  reduced  highway  sp^s  may  deprive  the 
trucks  of  some  of  their  cmnpetitive  advantage 

The  network  of  high-x>erfonnance  highways  is  not 
likely  to  be  expanded  much  further  in  the  Northead,- 
and  the  relocation  of  factories  and  warehouses  to  sites 
with,  ea^  highway  access  is  pretty  much  complete.. 
These  two  influences  were  important  in  the  diyerrion 
of  freight  to  tracks  in  the  past,  but  may  be  considerably 
less  significant  in.  changing  modal  shares  in  the  years 
iffiead. 

Further  increases  in  fuel  prices  would  work  to  the 
advantage  of  the  railroads,  as  they  are  more  fuel  ef¬ 
ficient  on  the  long  haul,  and  the  implicit  weight-sensi¬ 
tive  cost  differential  might  retard  or  arrest  truck  pene- 
trati<m  into  the  movement  of  bulk  commodities.  For 
the  short  run,  petroleum  prices  appear  to  have  reached 
a  supply-demand  equilibrium  level  and  further  per¬ 
centage  increases  on  the  scale  of  the  past  two  years  are 
imlikely.  Even  these  recent  increases,  it  should  be 
noted,  put  little  more  than  a  crimp  in  the*  growth  of 
trucking.  Looking  further  to  the  future,  the  nation  will 
have  to  rely  increasingly  on  relatively  abundimt  coal 
supplies. 

Though  the  relative  importance  of  heavy  materials 
has  diminished  in  the  economy,  shipments  of  lumber, 
grain,  agricultural  exports,  woodpulp,  paper  products 
and  stone,  to  name  but  a  few,  will  remain  as  basic  traffic 
generators  for  the  railroads,  and  their  displacement  as 
bulk  haulers  over  long  distances  seems  unlikely.  Scrap 
and  materials  for  re(^cling,  while  not  replacing  virgin 
materials,  represent  a  potential  growth  market  for  bulk 
hauling. 

Other  modes  have  relatively  limited  ability  to  ab¬ 
sorb  much  of  this  rail-oriented  traffic,  and  there  may 
be  some  shift  in  the  modal  choice  of  bulk  commodities 
between  rail  and  water  carriers  as  well.  The  imposi¬ 
tion  of  user  charges  on  river  traffic  in  the  Northeast 
would  divert  bulk  cargoes  to  rail,  depending  on  the  ex¬ 
tent  to  which  the  user  charge  is  intended  to  recover 
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capital  costs  or  operating  and  maintenance  costs. 

There  are  two  general  areas  of  major  promise  for 
railroskd  traffic.  A  commitment  to  aggre^ive  develop¬ 
ment  and  promotion  of  containerization  and  reliable 
intermodal  service  could  reopen  large  movements  of 
manufactured  goods  for  railroads.  This  sort  of  break¬ 
through  into  profitable  service-sensitive  traffic  could 
work  wonders.  . 

The  remarkable  ability  of  railroads  to  expand  traffic 


without  major  disruption  may  prove  to  be  a  most  valu¬ 
able  asset.  Society  today  is  conscious  of  the  fragile  na¬ 
ture  of  our  environment,  our  excessive  consumption  of 
petroleum  and  continuing  misuse  of  much  urban  land 
by  highway  construction  while  congestion  persists  or 
worsens.  This  a^titud^can  lead  to  greater  recognition 
of  the  railroads’  potential  as  a  fuel-efficient,  land-con¬ 
serving  and  low-pollution  alternative  for  future  traf¬ 
fic-growth. 
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Goals  and  Issues  Underlying  the 
Preliminary  System  Plan 

This  chapter  sets  the  stage  for  the  presentation  of  the  PreUminary 
System  Plan  by  addressing  several  issues  that  had  to  he  resolved  in  the 
process  of  drafting  the  Association's  specific  recommendations. 

Two  issues  receive  special  attention  in  the  chapter.  One  is  the  question 
of  the  extent  of  federal  involvement  in  restructuring  and  rehabilitating  rail- 
service  provided  by  the  bankrupt  carriers.  The  amount  of  federal  financial 
support  required  by  ConRail  will  be  substantially  larger  than  contem¬ 
plated  in  the  Act  and  it  will  be  necessary  to  find  ways  of  providing  this 
support  without  resulting  in  de  facto  nationalization  of  the  firm.  The  other 
is  the  issue  of  balanced  public  policy  for  transportation.  The  nation  must 
develop  transport  policies  that  take  fuU  account  of  cost,  energy  and 
erwironmental  considerations. 

The  purposes  and  goals  of  the  Act  provided  guidelines  for  USRA’s 
work,  but  a  number  of  underlying  conflicts  remained  to  be  resolved.  This 
Preliminary  System  Plan  attempts  to  achieve  a  balance  among  the  Act's 
competing  goals. 
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In  enacting  the  Regional  Rail  Reorganization  Act  of 
1973,  Congress  declared  its  purpose  to  provide  forr 

•  Identification  of  an  adequate  rail  service  system  for 
the  Northeast  and  Midwest  Region, 

•  Reorganization  of  railroads  of  the  Re^on  into  an 
economically  viable  system  capable  of  providing 
adequate  and  efficient  service, 

•  The  establishment  of  the  Uniteid  States  Railway 
Association  and  the  Consolidated  Rail  Corporation 
(ConRail), 

•  Assistance  to  the  states  and  local  authorities  for 
continuation  of  local  rail  service  threatened  with 
cessation  and 

•  Necessary  federal  financial  assistance  at  the  lowest 
possible  cost  to  the  general  taxpayer. 

The  statutory  goals  guiding  preparation  of  the 
Final  System  Plan  are  outlined  in  Section  206  of  the 
Act.  These  goals  complement  the  purposes  of  the  Act 
•and  offer  further  direction  to  the  Association  and  those 
who  review  the  Association’s  work.  The  Act  stipulates 
that  the  restructured  re^onal  rail  ^stem  should : 

•  Be  financially  self-sustaining, 

•  Meet  regional  rail  transportation  needs  adequately, 

•  Improve  high-speed  rail  passenger  service  in  the 
Northeast  Corridor  and  identify  other  corridors  in 
which  major  upgrading  of  track  for  high-speed 
passenger  operation  would  yield  substantial  public 
benefit^ 

•  Preserve,  as  much  as  possible,  existing  patterns  of 
service, 

•  Preserve  facilities  and  service  for  coal  transport 
and  conserve  scarce  energy  resources, 

•  Retain  and  promote  competition, 

•  Attain  and  maintain  desirable  environmental 
standards, 

,  •  Achieve  efficiency  in  train  operations  and- 

•  Minmuze  unemployment  and  adverse  effects  on 
communities. 

Resolving  Conflicting  Goals 

The  Association  feels  a  strong  responsibility  to  en¬ 
sure  that  the  purposes  of  the  Act  are  met  and  the  goals 
of  the  Plan  are  effectively  balanced.  It  is  significant 
that  pursuit  of  an  adequate  and,  pnanciaiUy  viable  rail 
tervice  system  (to  paraphrase  the  combined  wording) 
appears  both  among  the  purposes  and  the  goals  of  the 
Act.  There  can  be  no  doubt  of  the  importance  Congress 
attached  to  these  objectives. 

Though  all  of  the  Act’s  goals  have  been  considered, 
these  two  basic  statutory  aims  have  been  at  the  core  of 
the  Association’s  planning  process.  Like  any  broad 
reaching  legislation,  the  Act’s  goals  are  not  fully  con¬ 
sistent  with  one  another.  Testimony  of  public  witnesses 
at  the  Rail  Service  Planning  Office  hearings  last  year 
clearly  demonstrates  the  difficulty  of  balancing  certain 
goals  agiiinst  the  others. 


On  tJUs  pointf  U  is  important  to  "bear  in  mind  the  foot 
that  the  eight  goals  of  the  Act  apply  to  the  entife  Fined 
System  Flan,  None  is  limited  to  ConRail  or  any  other 
single  aspect  of  the  Flan,^  nor  can  any  one  goad  he  viewed 
in  isolation  and  applied  'narrowly  to  a  particular  issue^ 
such  as  each  individual  light-density  line  or  the  eco¬ 
nomic  impact  on  a  shipper  or  community. 

Congress  itself  recognized,  at  least  by  inference,  the 
lack  of  consistency  in  the  goals.  For  example,  the  House 
Interstate  and  Foreign  Commerce  Committee  report  on 
the  Act  said  that  it  “recognized  the  need  for  safeguards 
for  small  areas,  to  be  able  to  continue  essential  service 
which  is  not  economical  for  the  carrier.  This  was  recog¬ 
nized  as  a  social  cost  to  bo  borne  by  the  government” 
(House  Report  93-620,  pp.  28-29) .  The  conflict  between 
needed  service  and  financial  self-sufficiency  was  pro¬ 
posed  to  be  resolved  in  this  fashion. 

Adjustment  and  accommodations  are  inevitable,  and 
the  Association  has  attempted  to  do  this  in  a  rational  and 
logical  way,  but  there  is  no  magic  formula  for  reconcil¬ 
ing  these  conflicts.  The  greatest  challenge  facing  the 
Association  in  its  planning  task  was  not  the  conflicting 
goals  and  competing  interests;  given  the  situation,  it 
could  hardly  have  been  otherwise.  Instead,  the  Associa¬ 
tion’s  challenge  was  to  draw  those  conflicts  and  compet¬ 
ing  interests  together  in  a  manner  that  would  convert 
the  broad  purposes  and  goals  of  the  Act  into  specific 
decisions  and  recommendations  for  the  Preliminary  and. 
Final  System  Plan.  What  became  clear  in  the  process  is 
that  unless  USRA  provides  for  an  economically  self-suf¬ 
ficient  system,  the  Act’s  basic  intent  will  not  be  achieved. 
The  Asspeiation  believes  that  this  Plan  represents  a 
fair  and  reasonable,  although  preliminary,  resolution  of 
the  issues  inherent  in  the  Act’s  purposes  and  goals.  The 
Board  of  Directors  of  the  United  States  Railway  Asso¬ 
ciation  hopes  that  this  report  will  help  to  focus  the  nec¬ 
essary  and  desirable  public  discussion  which  is  to  follow 
publication  of  this  Plan. 


The  Regional  Rail  Reorganizaition  Act  contemplates 
reorganization  and  operation  of  the  Region’s  bankrupt 
rail  carriers  as  profitable  companies  within  the  private 
sector  of  the  economy.  The  Association  believes  that 
ConRail  can  be  brought  to  a  profit  position  about  equal 
to  the  average  for  the  rail  industry.  The  financial  state¬ 
ments  in  this  Plan  show  that  ConRail’s  cash  flow  should 
be  sufficient  to  pay  interest  charges  on  federal  debt  in¬ 
curred  within  the  10-year  forecast  period,  but  that 
retirement  of  federal  debt  will  not  occur  within  the  10 
years.  The  Association  recognizes  that  the  importance 
of  achieving  a  profitable  ConRail  will  depend  on  many 
factors,  including  workable  agreements  with  the  solvent 
railroads  in  the  Region  and  the  manner  in  which  nec¬ 
essary  additional  federal  financing  is  provided. 


The  Extent  of  Federal  Involvement 
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The  amomit  of  federal  financial  support  required  by 
ConRail  "will  be  substantially  larger  than  contemplated 
in  the  Act)  and  the  period  during  -which  more  than  50 
percent  of  the  debt  structure  of  ConRail  will  be  “fed¬ 
eral”  probably  will  exceed  20  years.  This  is  due  to  sev¬ 
eral  -factors.  First,  rehabilitation  requirements_  are 
somewhat..gTeater  than  .expected  and  thus  higher  than 
contemplated  in  the  Act.  In  1973  prices,  the  cost  of  re¬ 
habilitation  and  capital  improvements  to  ConRail  right- 
of-way  and  structure  properties  (in  essence,  raising 
them  in  their  former  level  of  operation  and  service)  is 
estimated  to  be  $2  billion  during  the  first  10  years. 
USRA  expects  that  inflation  during  the  period  of 
rehabilitation  will  about  double  the  actual  dollar  cost. 

Second,  because  of  the  shortage  of  steel  rail  and  the 
I'equire'jnent  that  rehabilitation  be  coordinated  and 
coincident  with  normal  line  operations,  it  is  anticipated 
that  the  rehabilitation  program  will  take  place  over  a 
period  of  10  to  15  years.  Third,  ConRail  will  ne^  work¬ 
ing  capital  loans  until  its  cash  flow  from  operations 
meets  its  operating  cash  needs,  including  funding  inter¬ 
est  payments  in  the  early  years.  Assuming  normal 
financial  methods  as  set  forth  in  the  Act  and  ConRaiPs 
ability  to  raise  $500  million  in  the  private  sector  for 
equipment,  total  federal  loans  or  loan  guarantees  are 
estimated  to  be  approximately  $3  billion  by  1985  (ex¬ 
cluding  any  obligations  in  the  initial  conveyance  of 
properties). 

The  Association  believes  that  the  necessary  federal 
funding  support  for  the  operating  company  can  take 
place  in  a  mannep  which  does  not  result  in  de  facto  na¬ 
tionalization.  The  entire  thrust  of  the  Regional  Rail 
Reorganization  Act  of  1973  was  to  provide  a  private- 
enterprise  solution  to  the  railroad  crisis  so  as  to  leave 
ConRail  a  “for-profit”  company  which  ultimately  could 
operate  free  of  direct  government  involvement;  nation¬ 
alization  was  to  be  avoided. 

There  has  been  a  natural  reluctance  on  the  part  of 
Congress  to  become  deeply  involved  financially  in  pri¬ 
vate  companies.  The  Act  itself  represents  a  break  with 
tradition  but  was  felt  to  be  necessary  because  of 
the  catastrophic  effects  cessation  of  transportation  by 
the'bankrupt  railroads  would  have  on  the  Nation’s 
economy.  Congress  passed  a  “reorganization”  Act  de¬ 
signed  to  seek  a  private  enterprise  solution  to  resolve  the 
problem  of  the  bankrupt  carriers.  An  increase  in  fund¬ 
ing  over  that  contemplated  in  the  Act  to  adjust  for  the 
greater  amount  of  rehabilitation  and  to  take  into  ac¬ 
count  the  inflationary  factors  which  are  substantially 
more  important  today  than  when  the  Act  was  passed, 
might  be  required.  Such  an  increase  would  not  change 
the  basic  thrust  of  the  Act  as  it  originally  was  passed. 

This  will  not  have  been  the  first  time  in  recent  periods 
when  the  federal  government  has  made  extensive  loans 
to  the  troubled  railroad  industry.  Through  1944,  the  Re¬ 
construction  Finance  Corporation  (RFC) ,  as  part  of  its 


general  assdstance  program  to  industry  and  commerce, 
extended  $938  million  to  railroads.  Inflation  of  these 
loans  to  a  value  equivalent  of  a- USRA  loan  commit¬ 
ment  today  to  meet  ConRail’s  rehabilitation  require¬ 
ment  would  raise  the  -value  of  the  ori^al  loans  to  a 
figure  over  $7  billion.  The  controls  exerted  by  the  RFC 
as  a  basis  for  these  loans  were  less  than  contemplated  by 
the  Regimial  Rail  Reorganization  Act  of  1973  since  they 
did  not  require  a  government  majority  position  on  the 
Board  of  Directors  of  the  organization  to  receive  sup¬ 
port  as  a  condition  of  the  loan. 

Recognizing  that  there  may  be  some  concern  with 
such  an  extensive  public  loan  commitment  to  ConRail, 
a  private  company,  the  Association  has  studied  the  pos¬ 
sibility  of  the  creation  of  a  separate  corporation  which 
would  own  the  rights-of-way  of  ConRail  and  have  the 
responsibility  for  their  rehabilitation.  The  range  of  al¬ 
ternatives  to  be  studied  includes  a  completely  private 
company  owned  by  the  stockholders  of  ConRail,  a  mixed 
ownership  company  with  both  private  and  public  owner¬ 
ship  of  stock  in  the  company  and  a  wholly  owned  gov¬ 
ernment  corporation. 

In  Chapter-  3  the  Association  presents  each  of  these 
alternatives  briefly  to  provide  the  basis  for  public  debate 
and  consideration  by  Congress. 

The  projected  financial  -viability  of  ConRail  is  pre¬ 
dicated  on  a  major  rehabilitation  program.  Though 
relatively  minor  changes  might  take  place  both  in  the 
scope  and  location  of  specific  rehabilitation  projects,  the 
Association  does  not  believe  that  significant  changes 
can  be  made  without  'affecting  the  profit  and  loss 
projections. 

The  Final  System  Plan  -will  show  the  full  financial 
commitment  needed.  That  Plan  as  approved  by  Con¬ 
gress  must  grant  sufficient  funding  to  meet  working 
capital  needs  and  the  planned  rehabilitation  program 
in  order  to  support  the  value  of  ConRail  securities. 

Balanced  Public  Policy  for  Transportation 

Another  compelling  issue  affecting  the  successful 
reorganization  of  the  bankrupt  carriers  is  the  absolute 
necessity  to  provide  a  more  even  balance  in  public 
support  policies  and  regulation  of  the  various  modes  of 
transportation  and  to  integrate  planning  for  their  de¬ 
velopment.  As  explained  in  Appendix  H,  public  sup¬ 
port  for  all  competing  modes  of  transportation  except 
pipelines  is  large  and  pervasive.  This  has  adversely 
affected  the  rail  industry.  Not  only  has  there  been  a 
direct  effect  on  the  profitability  of  the  rail  industry  but 
also  such  public  support  has  facilitated  the  develop¬ 
ment  of  competing  forms  .of  transportation,  some  of 
which  are  more  harmful  to  the  environment  and  con¬ 
sume  much  more  energy  per  ton  mile  transported  than 
do  railroads. 

Chapter  11  shows  the  comparative  energy  consumed 
by  rail  technology  as  con^pared  to  other  modes.  For  high 
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volume  operations^  if  an  additional  10  percent  of  the 
t  raffic  which  could  be  carried  by  the  rail  industry  were 
diverted  to  trucking,  total  energy  consumed  in  inter¬ 
city  freight  transportation  would .  increase  approxi¬ 
mately  8  percent.  On  the  other  hand,  if  the  rail  industry 
regains  that  same  volume  of  traffic,  total  energy  con¬ 
sumed  in  transportation  would  be  reduced  by  about  that 
same  percentage.  Changes  in  national  transportation 
policy  could  help  achieve  this  energy  saving. 

The  lack  of  profitability  of  the  rail  industry,  partially 
due  to  its  impaired  competitive  position,  is  resulting  in 
some  disinvestment  of  capital  in  the  industry  and  in  in¬ 
adequate  maintenance  of  some  of  its  facilities.  Many  im- 
liortant  operating  companies  are  literally  consuming 
their  own  assets.  Only  a  few  rail  sj’stems  now  exist  with¬ 
out  substantial  deterioration  of  facilities  due  to  de¬ 
ferred  maintenance.  Reports  filed  with  the  Interstate 
Commerce  Commission  indicate  that  nationwide  de¬ 
ferred  maintenance  and  capital  expenditures  now  total 
about  $4.3  billion  and  that  figure  is  increasing.  The  de¬ 
ferral  of  maintenance  over  a  long  period  of  time  was 
one  of  the  primary  reasons  for  the  ultimate  collapse  of 
the  Penn  Central  and  the  inability  of  its  trustees  to  re¬ 
organize  the  company  through  normal  procedures.  A 
continuation  of  this  trend  in  the  industry  has  significant 
implications  for  the  future. 

The  effect  of  inflation  on  the  competitive  position  of 
the  rail  industry  and  its  competitors  is  not  uniform.  In 
supplying  its  own  investment  in  rights-of-way  and  basic 
facilities,  the  rail  industry  will  be  forced  to  withstand 
the  full  eflTects  of  long-term  inflation  in  the  cost  of  the 
materials  and  labor  which  go  into  those  facilities.  Thus, 
market  forces,  including  the  high  cost  of  money,  will  af¬ 
fect  the  rail  industry  directly,  and  the  industry  has 
little  ability  to  control  those  co^s.  In  fact^  the  deferred 
vnmntenance  hiU^  became  it  mmt  be  paid  over  the  next 
JO  yeare.  wiU  about  double  due  to  inflation.  *  * 

On  the  other  hand,  the  cost  of  using  the  rights-of-way 
and  many  basic  facilities  of  other  transportation  modes, 
except  pipelines,  is  fixed  by  law.  Such  costs  will  vary 
only  if  legislative  action  is  taken  to  increase  user  charges 
in  keeping  with  inflationary  trends.  The  implication 
this  has  for  rail  profitability  and  for  energy  consump¬ 
tion  is  significant. 

The  rail  industry  presents  a  fundamental  problem 
in  public  policy  in  a  private  enterprise  system.  There 
is  a  natural  hesitancy  to  provide  government  assistance 
to  railroads  because  doing  so  seems  to  be  in  conflict 
with  the  underlying  philosophies  of  our  free  enterprise 
system.  It  would  be  tragic  if  the  rail  industry  were  rele¬ 
gated  to  a  lesser  and  lesser  role  in  transportation.  Bcd- 
andng  and  equalling  the  government  support  for  all 


troMportation  modes  can  help  prevent  dr  retard  further 
erosion  of  raWs  competitive  position  and  efM/wre  that 
each  mode  performs  its  most  effective  role. 

Central  to  the  planning  of  the  Association,  hiaa  been 
its  attempt  to  take  a  broader  look  at  the  role  of  rail¬ 
roading  in  the  transport  ^stem  of  the  Region.  Sub¬ 
sequent  sections  of  this  Plan  offer  suggestions  on  the 
kind  of  rail  service  most  likely  to  serve  genuine  trans¬ 
port  needs  in  the. next  10  to  15  years.  The  Plan  also 
addresses  the  question  of  how  that  type  of  service  will 
fare  in  competition  with  other  modes,  both  in  cost  an4l 
service. 

This  report  presents  an  analysis  of  the  impact  of 
total  abandonment  of  rail  service  and.  the  substitution 
of  service  by  alternate  modes;  it  also  considers  the  pros¬ 
pects  for  saving  economic  re^urces  by  substituting 
truck  service  to  x>oints  now  served  unprofitably  by  rail. 
Assessments  are  made  of  the  energy,  environmental  and 
local  economic  impacts  associated  with  substituted 
service. 

The  goal  that  stands  over  all  of  these  intricate  mode- 
choices,  and  impact  analyses  should  be  efficiency  in  the 
use  of  available  resources.  The  Associatiem  seeks  to  rec¬ 
ommend  a  System  Plan  that  calls  for  the  right  amount 
of  the  right  kind  of  rail  service.  There  is  no  sense  in 
building  or  rebuilding  more  and  better  rail  facilities 
than  are  justified  on  a  cost-benefit  basis.  There  is  no 
need  to  preserve  rail  service  to  jmints  served  fat  more 
economically  by  other  modes. 

In  this  regard,  the  Association  believes  that  our  N’a- 
tion’s  major  systems  of  transportation  must  be  regu¬ 
lated  in  a  balanced  manner  that  adds  to  the  strength  of 
each  mode.  Federal  support  as  may  be  necessary  should 
not  produce  competitive  distortions  am(Hig  modes  of 
transportation.  The  Nation  will  not  be  well  served  by 
continuing  policies  of  separate  development  of  each 
form  of  transportation  regardless  of  cost,  energy  and 
environmental  considerations. 

There  is  much  waste  that  already  has  occurred  .as  a 
result  of  separate  development,  and  the  Nation  no  longer 
can  afford  wasteful  policies.  The  capital  requirements 
of  the  bankrupt  railroads  and  the  rail  industry  aS  a 
whole  during  the  next  decade  will  be  enormous.  But  they 
will  pale  beside  the  amount  which  will  be  invested 
through  existing  programs  in  competing  modes  of  trans¬ 
portation.  If  these  expenditures  are  made  according  to 
the  status  quo  and  without  a  sensible  evaluation  of  the 
need  for  an  integrated  transportation  system,^  the  Na¬ 
tion  will  make  bad  use  of  its  resources,  bankruptcies  will 
continue  to  spread  through  the  rail  industry  and  the 
public  will  suffer. 
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AN  ALTERNATIVE  TO  HIDDEN  CROSS  SUBSIDIES 


The  railroads,  like  other  common  carrier  transport 
modes  "with  high  fixed  costs,  traditionally  have  fi¬ 
nanced  some  deficit  services  through  transfer  of  funds 
within  the  firm,  a  device  known  as  “cross  subsidy”.  Rail- 
-  roads  always  have  had  certain  obligations  beyond  those 
associated  with  a  normal  business  enterprise ;  the  char¬ 
ters,  powers  of  eminent  domain  and  regulatory  system 
under  which  they  operate  all  reflect  a  presumption  in 
public  policy  that  common  carriers  have  special  respon¬ 
sibilities.  Stated  somewhat  differently,  public  policy- 
was  willing  to  tolerate  a  measure  of  railroad  monopoly 
power  partly  because  that  monopoly  power  created  a 
flow  of  funds  which  could  be  tapped  to  finance,  via 
cross  subsidy,  some  services  which  public  officials  wanted 
continued  but  not  at  direct  taxpayer  expense. 

Extensive  development  of  waterway  and  highway 
systems  and  the  increased  availability  of  private  car¬ 
riage  have  weakened  the  economic  base  that  tradition¬ 
ally  enabled  railroads  to  support  these  public  service 
obligations.  Shippere  increasingly  have  developed  and 
exercised  the  option  of  operating  their  own  transporta¬ 
tion  system  (usually  trucks)  when  common  carrier  rates 
were  excessive.  In  addition,  shipx)ers  over  time  have 
been  able  to  change  distribution  patterns  to  avoid  high 
transportation  costs.  This  combination  of  private  car¬ 
riage  and  altered  production  and  distribution  patterns 
has  undermined  the  ability  of  common  carriers,  es¬ 
pecially  railroads,  to  support  deficit  services. 

As  rail  revenues  and  profits  were  lost,  the  effort  to 
achieve  financial  viability  while  serving  all  customers 
often  required  compromises  that  served  neither  corpo¬ 
rate  nor  public  interests.  For  example,  as  passenger 
losses  mounted,  services  were  downgraded  if  not  totally 
abandoned.  Although  service  to  the  public  was  poor, 
carriers  still  had  significant  losses.  A  similar  pattern  is 
now  occurring  on  light-density  freight  lines,  resulting 
in  plant  deterioration  and  a  decline  in  service  quality. 
The  carrier  minimizes  deficits  and  the  public  still  has 
some  service,  yet  neither  party  benefits,  or  at  least  the 
situation  is  far  less  than  optimal. 

In  the  past,  the  burden  of  cross  subsidy  has  fallen 
primarily  on  two  groups — the  owners  of  railroads 
(through  reduced  profit  margins)  and  certain  freight 
shippers  (through  rates  higher  than  otherwise  would  be 
required).  Since  public  policy  relied  on  a  flow  of  funds 
from  these  sources  that  no  longer  is  sustainable  (partly 
because  of  other  public  policies),  the  underlying  con¬ 
cept  is  no  longer  valid.  Recently,  government  has  begun 
to  assume  a  portion  of  the  burden  through  direct  and 
indirect  subsidy  programs. 

The  issue  to  be  addressed  now  is  how  deficits  are  to 
be  funded  in  the  future.  Abandonment  of  all  deficit 
services  is  not  an  alternative,  at  least  in  the  near  term. 
The  historical  role  of  common  carriage,  as  well  as  pro¬ 
grams  such  as  Amtrak,  commuter  service  subsidies  and 
funding  under  Title  IV  of  the  Regional  Rail  Reorgani¬ 


zation  Act  of  1973,  all  suggest  continuation  of  certain 
deficit  rail  services  in  the  public  interest. 

The  Regional  Rail  Reorganization  Act  of  1973  was 
quite  explicit  with  respect  to  subsidy  funds  for  one  kind 
of  deficit  operation,  light-density  lines.  In  mandating 
criteria  to  the  Rail  Services  Planning  Office  for  rail 
continuation  subsidies,  the  Act  states  the  following 
policy:  “Rail  properties  are  suitable  [for  subsidy]  if 
the  cost  of  the  required  subsidy  for  such  properties  per 
year  to  the  taxpayers  is  less  than  the  cost  of  termination 
of  rail  service  over  suCh  properties  measured  by  in- 
ci’eased  fuel  consumption  and  operational  cost  for  alter¬ 
native  modes  of  transportation;  the  cost  to  the  gross 
national  product  .  .  . ;  the  cost  of  relocating  or  assist¬ 
ing  .  .  .  individuals  and  firms  adversely  affected  there¬ 
by  ;  and  the  cost  to  the  environment  measured  by  dam¬ 
age  caused  by  increased  pollution.”  (Section  205 
(d)(4)). 

These  are  considerations  in  establishing  subsidies  for 
services  not  otherwise  profitable.  The  law  does  not  re¬ 
quire  the  Final  System  Plan  to  provide  services  meet¬ 
ing  these  conditions  without  subsidy.  The  Act  explicitly 
recognizes  that  the  purpose'  of  subsidy  is  to  enable  re¬ 
tention  of  public  benefits  that  pure  private  accounting 
cannot  consider. 

The  provision  of  large  amounts  of  federal  funds  to 
upgrade  properties  of  the  bankrupt  railroads  in  the 
Region  has  important  implications  for  the  issue  of  cross 
subsidy,  but  it  does  not  obviate  the  need  for  the  recom¬ 
mended  policy.  Some  interests  have  contended,  for  ex¬ 
ample,  that  if  large  amounts  of  public  funds  are  re¬ 
quired  for  rehabilitation  of  the  decrepit  physical  plant 
of  the  Region’s  bankrupt  carriers,  a  substantial  “na¬ 
tionalization”  of  the  rail  industry  has  already  come 
about  and  that  such  an  institution  ought  to  be  capable 
of  bearing  the  marginal  additional  costs  of  deficit  serv¬ 
ices  such  as  light-density  lines. 

USRA  believes  that  relaxation  of  the  position  against 
cross  subsidy  would  lead  to  a  larger  and  larger  finan¬ 
cial  burden  on  the  federal  government,  further  blurring 
the  distinction  between  private  and  public  management 
of  the  industry.  The  Association,  while  rejecting  the 
concept  of  cross  subsidies,  recognizes  that  ConRail  or 
other  railroads  should  be  free  to  operate  deficit  services 
which  offered  potential  economic  benefit  to  the  railroad. 
Carriers  should  engage  in  product  or  market  develop¬ 
ment  programs  as  would  any  normal  business  enterprise. 

A  large  federal  role  is  unavoidable  in  repairing  the 
collapse  of  rail  service  by  the  Region’s  bankrupts,  but  it 
must  be  sharply  defined  and  held  to  the  minimum.  Pub¬ 
lic  policy  should  insist  upon  private  responsibility  for 
rail  services  which  can  carry  their  own  weight  in  the 
marketplace  and  the  provision  of  public  financial  sup¬ 
port  for  money-losing  services  which  private  carriers 
are  inquired  to  conduct  for  public  purposes. 
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Summary  and  Conclusions 


In  preparing  the  Preliminary  System  Plan,  the 
United  States  Railway  Association  faced  the  challenge 
of  defining  how  to  revitalize  regional  rail  service  while 
accommodating  all  the  diverse  goals  of  the  Act.  To  meet 
the  basic  intent  of  the  Act,  the  Association  had  to  try 
to  find  a  way  to  restructure  the  bankrupt  carriers  so  as 
to  insure  adequate  and  efficient  rail  transportation, 
achieve  a  private  sector  solution,  preserve  competition, 
conserve  energy,  protect  the  environment  and  minimize 
unemployment  and  adverse  effects  on  communities — all 
at  minimum  expense  to  the  taxpayers.  These  complex 
and  often  conflicting  goals  were  the  fundamental  point 
of  reference  for  each  of  the  many  decisions  required  in. 
developing  this  plan. 

Broadly,  the  most  critical  decisions  addressed  by  the 
Association  were : 

•  Definition  of  an  industry  structure  for  the  Region 
which  embodied  the  elements  of  service,  efficiency, 
competition,  preservation  of  the  financial  strength 
of  the  solvent  carriers  and  most  of  all,  achieve¬ 
ment  of  a  new  company  (s),  ConRail(s),  able  to 
sustain  itself  financially. 

•  Determining  the  system  configuration  of  the  new 
companies,  including  the  principal  and  secondary 
through  and  feeder  routes,  and  recommendations 
on  light-density  local  service  lines. 

•  Determining  the  financial  results  for  these  new 
companies  and  their  financial  needs  from  both  the 
public  and  private  sectors. 

•  Establishing  specific  goals  and  recommendations 
concerning  the  ancillary,  but  important  area  of 
passenger  service. 


The  Association’s  conclusions  are  that : 

•  The  Northeast  and  Midwest  Region  should  be 
served  by  three  major  rail  systems — a  ConRail 
largely  based  on  Penn'  Central,  the  Norfolk  & 
Western  and  the  Chessie  System — supplemented  by 
strengthened  operations  of  the  smaller  solvent  rail¬ 
roads.  In  the  interest  of  preserving  competition  in 
major  markets,  the  Norfolk  &  Western  and/or 
the  Chessie  System  should  expand  to  control  and 
operate  services  over  certain  main  lines  of  the  bank¬ 
rupts.  Because  of  these  transfers  of  properties  to 
solvents,  ConRail  would  not  exercise  monopoly 
control  over  any  major  market  in  the  Region. 

•  ConRail’s  System  initially  should  include  some 
15,000  ^  miles  of  principal,  secondary  and  feeder 
lines  including  3,400  miles  of  light-density  lines. 
This  system  will  enable  ConRail  and  the  Region’s 
solvents  to  provide  carriage  for  more  than  95.5  per¬ 
cent  of  the  traffic  currently  generated  by  the  Re¬ 
gion’s  shippers. 

•  ConRail  should  generate  a  positive  net  income  by 
1978,  but  it  will  not  internally  generate  sufficient 
cash  flow  to  finance  necessary  rehabilitation  over 
the  next  10  years. 

•  ConRail  will  need  financing  substantially  in  excess 
of  the  $1  billion  now  provided  in  the  Act.  This 
financing  should  be  arranged  in  a  way  that  mini¬ 
mizes  the  duration  of  the  government’s  involve- 

'  ment. 

•  Passenger  service  in  the  Region  should  be  improved 
by  transferring  financial  and  operational  respon- 

^Tbe  Erie  LackawaniiK  Is  excluded  here  and  hereafter  except  as 
noted  otherwise. 
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lability  for  the  Northeast  Corridor  fr<»n  ConKail. 
A  major  upgrading  program  in  the  Northeast  Cor¬ 
ridor  and  the  development  of  16  other  passenger 
corridors  in  the  Region  are  recommended. 

The  remainder  of  this  chapter  discusses  each  of  these 
conclusions,  indicates  the  Association’s  tasks  leading 
to  the  preparation  of  the  Final  System  Plan  and  out¬ 
lines  the  chapters  of  the  Preliminary  System  Plan  that 
follow. 

Regional  Rail  System 

The  Association  has  concluded  that  the  Northeast/ 
Midwest  Region  should  he  served  hy  three  major  rail 
systems — a  single  ConRail  {as  defined  herein)  along 
with  expanded  Norfolk  &  Western  and/or  Chessie  8y8~ 
terns.  These  carriers  generally  would  he  balanced  and 
com/petition  would  he  provided  hy  at  least  two  of  them, 
in  each  of  the  major  markets  of  the  Region.  They  would 
he  supplemented  hy  the  smaller  solvent  carriers  now 
^  operating  in  the  Region,  each  of  which  should  henefif 
hy  this  system  definition. 

To  develop  this  two-carrier  competition,  the  A^ocia- 
tion  proposes  that  the  Chessie  System  be  expanded  sig¬ 
nificantly  in  metropolitan  Philadelphia  and  be  given 
access  to  the  Allentown-Bethlehem  markets.  It  is  also 
proposed  that  either  the  Norfolk  &  Western  or  the  Ches¬ 
sie  System  be  extended  through  Upstate  New  York 
and  Northeastern  Pennsylvania  to  Northern  New 
Jersey  and  the  Nefwark/New  York  metropolitan  area. 
Using  connections  this  system  would  assure  competition 
to  New  England.  ConRail  would  be  made  up  of  the  pres¬ 
ent  Penn  Central  system  plus  certain  parts  of  the  smal¬ 
ler  bankrupt"  carriers.  This  regional  system  would 
achieve  competitive  balance  and  lead  to  reduction  of 
duplicate  mileage  in  the  eastern  part  of  the  Region. 

The  proposed  plan  would  meet  the  goals  of  the  Act 
by  providing  competition  in'  all  the  important  markets 
in  the  Region,  strengthening  each  carrier  in  the  Region 
affected  by  the  restructuring  process,  providing  the 
best  chance  for  the'  development  of  a  profitable  ConRail 
and  resulting  in  the  lowest  possible  cost  in  rehabilitation 
of  the  bankrupt  carriers’  deteriorated  facilities. 

The  route  and  operating  configuration  of  the  ConRail 
system  represents  an  interim  step  between  that  which 
exists  today  and  that  ichtch  necessarily  must  evolve  in 
the  next  decade.  The  initial  ConRail  operating  and 
I'otite  structure  represent  estimates  of  how  best  to  reverse 
the  fortunes  of  the  bankrupt  carriers  so  they  can  once 
again  perform  adequate  and  efficient  rail  transportation. 
The  Plan,  however,  is  not  carved  in  stone  and  it  will  he 
subject  to  many  modifications  in  the  next  decade, 

Alfemalivo  Strudwres 

Drawing  upon  the  goals  of  the  Act,  the  Association, 
established  three  criteria  for  evaluating  aUemative 
structures:  (1)  an  adequate  and  efficient  rail  service  ta 


preserve  competition  and  existing  traffic  flows  so  far 
as  possible,  (2)  the  effect  on  the  financial  self-sufficiency 
of  ConRail  and  (3)  the  financial  self-sufficiency  of  other 
railroads  in  the  Region.  In  addition,  because  some  the¬ 
oretically  attractive  alternatives  might  be  very  difficult 
to  implement,  the  Association  examined  the  likely,  prac¬ 
tical  consequences  of  implementation. 

Four  major  Structural  alternatives  were  considered 
by  the  Association.  These  were  the  following : 

•  Estaiblish  a  single  ConRail  to  take  over  operations 
on  all  main  lines  of  the  bankrupts.  This  alternative 
would  offer  the  best  chance  for  ConRail  to  become 
financially  self-sustaining.  It  would  lead,  however, 
to  monopoly  situations  in  significant  geographic 
areas,  thus  depriving  shippers  of  the  advantages 
of  competitive  alternatives. 

•  Establish  a  ConRail  East  and  West.  The  adoption 
of  this  structure  would  lead  to  the  creation  of  two 
companies,  divided  roughly  along  a  line  extending 
from  Albany  to  Harrisburg  to  the  Potomac  River. 
The  eastern  railroad  would  operate  as  a  neutral 
terminal  company,  primarily  providing  switching 
services  for  cars  originating  and  terminating  in 
the  area.  All  railroads  reaching  the  terminal  inter¬ 
change  points  would  have  access  to  the  terminal' 
area.  The  western  railroad  would  operate  as  a  line 
haul  railroad  over  all  the  Penn  Central  arid  Ann 
Arbor  properties  west  of  the  dividing  line.  This 
alternative  would  encourage  the  provision  of  com¬ 
petitive  services.  It  would  create,  however,  two 
organizations  that  together,  as  a  result  of  less  effi¬ 
cient  operations,  would  be  less  profitable  than  one 
company.  The  western  company,  taken  alone,  would 
be  no  more  profitable  than  a  single  ConRail.  More¬ 
over,  this  alternative  assures  continued  losses  and 
therefore  continued  government  involvement  in  the 
neutral  terminal  company  providing  solvent  rail¬ 
roads  and  ConRail  access  to  all  shippers.  Its  selec¬ 
tion  also  would  require  that  two  new  organizations 
be  created,  inherently  a  more  complex  undertaking 
than  establishing  a  single  new  organization. 

•  Establish  a  ConRad  North  and  South.  This  split 
could  be  accomplished  essentially  by  “unmerging” 
the  Penn  Central  into  two  railroads  roughly  ap¬ 
proximating  the  old  New  York  Central  and  Peim- 
sylvania  railroads;  properties  of  the  smaller 
bankrupts  would  be  joined  with  either  of  these 
two  organizations.  This  alternative  offered  less 
chance  of  financial  self-sufficiency  for  the  railroads, 
either  individually  or  in  total,  than  the  single  Con¬ 
Rail  alternatives ;  creating  two  organizations, 
both  of  which  face  difficult  challenges  in  becoming 
self-sustaining,  doubles  the  probability  of  failure. 
This  alternative  also  raises  complex  operations 
questions  related  to  breaking  up  the  Penn  Central 
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into  two  new  railroads.  And  it  would  not  be  par¬ 
ticularly  eflfective  in  encouraging  competition. 

•  Establish  a  single  large  long  hcml  rcMroad^  with 
neutral  terminal  companies  in  key  areas.  This  op¬ 
tion  would  lead  to  the  consolidation  of  the  bankrupt 
carriers  into  a  single  system  and  would  create 
jointly-owned  terminal  companies  as  subsidiaries 
of  the  line  haul  carriers;  these  terminal  companies 
would  perform  pickup  and  delivery  services  in  the 
important  Philadelphia  and  New  York/Newark 
market  areas..  The  solvent  carriers  would  hare 
acc^  to  these  terminal  companies  over  their  own 
lines  or  via  operating  rights  over  ConRail  tracks— 
thus  providing  competition  in  New  York/Newark 
and  Philadelphia.  Under  this  alternative,  the  total 
profitability  of  ConRail  and  the  terminal  com¬ 
panies  together  will  be  somewhat  less  than  the 
profitability  of  a  single  ConRail,  It  also  would 
require  the  start-up  of  three  or  more  new  organi¬ 
zations  and  it  would  present  artificial  operating 
barriers  to  the  line  haul  carrier  which  would  ham¬ 
per  its  efficiency. 

Tliis  last  option,  however,  did  provide  the  basic 
elements  of  an  approach  to  resolving  the  regional  struc¬ 
ture  issue  and  meeting  the  various  goals  and  purposes 
of  the  Act, 

The  Association’s  proposed  structure  would  maintain 
competition  in  the  major  East  Coast  markets  and  mini¬ 
mize  track  and  terminal  duplication  (thereby  reducing 
rehabilitation  costs)  without  the  creation  of  an  ad¬ 
ditional  operating  entity,  other  than  ConRail  in  the 
Region,  Thus,  the  outline  of  a  solution  was  available 
and  the  Association  undertook  development  of  the  fol¬ 
lowing  alternatives. 

•  Establish  a  single  ConRail  to  take  over  most  operas 
tions  of  the  bankrupts^  but  transfer  some  lines  from 
the  bankrupts  to  solvents  to  provide  them  with 
access  to  certain  key  markets.  This  alternative 
probably  would  create  a  ConRail  somewhat  less 
profitable  than  one  with  access  to  all  the  traffic  of 
the  bankrupts.  This  alternative,  however,  would 
enhance  competition  in  significant  geographic  mar¬ 
kets  (such  asTS’ew-  York/Newark)  and  would  offer 
more  protection  to  the  solvents’  existing  traffic  base 
than  an  alternative  not  offering  them  access  to  key 
marked.  As  indicated,  the  Association  has  selected 
this  alternative  as  best  meeting  the  purposes  and 
goals  of  the  Act.  If  one  solvent  docs  not  desire 
access  to  these  markets,  then  a  solution  centered  on, 
the  other  in  combination  with  ConRail  would  be  ac¬ 
ceptable.  If  the  Association  is  unable  to  implement 
its  selected  system,  for  example,  because  neither 
solvent  desires  access  to  certain  markets,  the  follow¬ 
ing  alternative  would  be  the  second  choice. 

•  Unite  the  smaller  bankrupts  in  the  Region  to  com^ 
pete  with  a  company  operating  over  the  Penn 


Centred  lines.  This  option  would  involve  cr^iting 
two  east-to-west  carriers:  the  Penn  Central  and 
the  Ann  Arbor  competing  with  the  Erie  Lack¬ 
awanna,  the  Central  of  New  Jersey,  the  Reading 
and  the  Lehigh  Valley.  To  provide  adequate  com¬ 
petitive  strength,  the  latter  S3rstem  would  require 
access,  through  joint  ownership  of  lines  or  track¬ 
age  rights,  to  such  gateway  points  as  Cincinnati 
and  St.  Louis.  While  USRA  has  not  yet  made  a 
complete  financial  analysis  of  this  option,*  it  ap¬ 
pears  somewhat  less  attractive  financially  than 
either  of  the  single  ConRail  alternatives.  In  addi¬ 
tion,  although  it  does  provide  competitive  service  to 
major  points  and  would  be  easier  to  implement  than 
either  the  east-west  or  north-south  ConRail  splits 
(since  both  companies  would  be  formed  by  joining, 
rather  than  splitting,  existing  bankrupts) ,  it  would 
impair  the  competitive  position  of  the  Regions’ 
solvents.  Detailed  evaluation  of  all  the  alternatives 
is  presented  in  Chapter  3  and  Appendix  C.  The 
coordination  projects,  over  which  ConRail  and  the 
solvents  will  carry  out  joint  operations,  will  offer 
additional  opportunities  to  improve  efficiency  and 
profitability.  Tliose  projects  are  described  fully  in 
Chapter  4  and  Appendix  D. 

Line  Transfers 

Implenuntation  of  this  selected  system  concept  re- 
guires  that  certain  main  lines  be  corweyed  to  ConRail 
and  other  lines  transferred  to  solvents.  The  proposed 
structure  is  indicated  in  the  large  color  map  enclosed 
with  this  report,  titled  Northeast  and  Midwest  Recom^ 
mended  Industry  Structure,  As  shown,  the  selected 
system  would  have  the  following  important  features : 

•  ConRail  wmuld  consist  of  the  present  Penn  Central, 
the  Reading  (less  the  Reading’s  Philadelphia  and 
Allentown  markets),  the  Lehigh  Valley  (from 
Newark  to  the  point  where  it  intersects  the  Erie 
Liacka wanna  west  of  Binghamton,  N.Y.),  the  Cen¬ 
tral  of  New  Jersey,  the  Pennsylvania  Reading 
Seashore  Lines,  the  Lehigh  &  Hudson  River  and 
the  Ann  Arbor  railroads. 

•  The  Norfolk  &  Western  Railroad  would  operate 
its  present  sj-^stem,  plus  the  Erie  Lackawanna  lines 
from  Buffalo  to  Binghamton  and  on  to  Newark, 
The  resulting  system  would  enable  the  Norfolk  & 
Western,  the  Delaware  &  Hudson  and  the  Boston 
&  Maine  to  operate  as  an  integrated  system,  should 
they  choose  to  do  so. 

•  The  Chesrie  would  operate  its  current  system  plus 
the  Reading’s  Philadelphia  and  Allentown  mar¬ 
kets.  Because  the  present  Reading  route  from  Har¬ 
risburg  to  Allentown  and  Philadelphia  also  would 

*XlUs  is  due  to  the  late  decision  of  the  Erie  Lackawanna  to  seek 
status  as  a  "railroad  in  reorganization.” 
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be  nuftin  ConHail  rouieSy  Chessie’s  access  probably 
'would  be  provided  through  trackage  rights. 

•  The  Dela'ware  &  Hudson  would  operate  over  its 
current  lines,  plus  over  the  Lehigh  Valley  line 
from  Wilkes-Barre  to  Allento'wn.  This  “would  pro¬ 
tect  the  Delaware  &  Hudson’s  current  north-south 
traffic  and  establish  a  “friendly”  connection  with 
the  Chessie. 

•  The  Boston  &  Kaine,  the  Maine  Central,  the  Ban¬ 
gor  &  Aroostook,  and  the  Grand  Trunk  Western 
would  retain  their  present  independent  status  as 
would  the  Detroit,  Toledo. and  Ironton  and  the 
Pittsburgh  &  Lake  Erie.  They  also  would  be 
strengthened  through  the  coordination  projects. 

It  is  important  to  note  that  implementation  of  the 
Associaticm’s  recommended  industry  structure  de¬ 
pends  critically  on  the  successful  conclusion  of  complex 
negotiations  between  USRA  and  the  Norfolk  &  West¬ 
ern  and  the  Chessie.  Each  solvent  is  examining  the 
proposals  in  terms  of  its  responsibility  "to  its  share¬ 
holders,  with  a  view  to  minimizing  the  financial  risk 
involved.  Should  both  of  these  solvents  decide  that  it 
is  not  in  their  best  interest  to  participate  in  the  pro¬ 
posed  restructuring,  USRA  would  need  to  adopt  one 
of  the  less  satisfactory  system  options.  USRA  and  the 
solvents  •will  continue  discussions  prior  to  the  issuance 
of  the  Final  System  Plan. 

Freight  Routes  Included  in  ConRail  System . 

After  arriving  at  its  conclusions  concerning  the  struc¬ 
ture  of  the  regional  rail  freight  system,  the  Association 
addressed  the  task  of  identifjung  the  specific  principal 
and  secondary  through  routes  and  feeder  routes  that- 
should  comprise  ConRail’s  freight  system. 

Based  on  analyses  of  traffic  flows,  line  and  terminal 
capacities  and  the  condition  of  the  trackage,  the  A^- 
ciation  has  concluded  that  ConRcal  sTunUd  operate  over 
ISfiOO  miles  of  principal,  secondary  and  feeder 
trackage — including  3,100  miles  of  light-density 
hranch  lines  (discussion  on  this  issue  to  follow).  Fig¬ 
ure  1  shows  the  recommended  structure,  which  features ; 

•  3,000  miles  of  principal  through  routes  connecting 
major  freight  terminals ; 

•  3,800  miles  of  secondary  through  routes  that  pro- 
-vide  system  connections,  capacity  to  accommodate 
future  traffic  growth  and  through  service,  pending 
completion  of  the  rehabilitation  program  on  pri¬ 
mary  tlirough  routes ; 

•  8,200  miles  of  feeder  routes  to  be  used  for  gather¬ 
ing  local  traffic  and  moving  that  traffic  into  yards, 
and 

•  twenty-five  major  system  .yards  to  accept  and 
classify  traffic  for  movement  over  the  principal 
freight  routes. 


The  Association  believes  this  ConRail  system  ade¬ 
quately  meets  the  needs  of  the  shippers  and  contributes 
significantly  to  meeting  the  total  rail  transportation 
needs  of  the  Region.. 

UghhOafTsily  Roil  Linas  Includad  in  the  System 

The  Association  has  concluded  that  ConRail  can  and 
should  provide  services  over  at  least  3,400  miles  of 
light-density  lines  based  on  review  of  9,600  miles 
of  li^t-density  lines  now  receiving  service.  This  con¬ 
clusion  implies  that  the  operations  over  about  6,200 
miles  of  light-density  lines  should  be  subsidized  or  serv¬ 
ice  should  be  discontinued.* 

The  subsections  that  follow  discuss  the  nature  of  the 
light-density  line  issue,  describe  the  method  used  by 
the  Association  in  determining  which  lines  should  ba 
included  in  the  ConRail  ^stem  and  present  specific  con¬ 
clusions  on  lines  to  be  included. 

Issue. of  LighhDtnsity  Lines 

The  issue  of  how  best  to  decide  on  the  light-density 
lines  to  be  included  in  ConRail’s  system  was  among 
the  most  complex  faced  by  the  Association  for  it  re¬ 
quired  careful  consideration  of  the  somewhat  conflict¬ 
ing  implications  in  the  various  goals  of  the  Act.  For 
example,  the  goal  of  economic  self-sufficiency  requires 
that  ConRail. not  be  saddled  with  providing  unprofit¬ 
able  service,  and  service  over  many  light-density  lines 
clearly  would  be  unprofitable.  The  Act  also  specified, 
however,  that  USRA  define  a  rail  service  system  that 
meets  the  needs  of  the  Region  and  minimizes  adverse 
community  effects  and  disruptions  in  service  to  shippers. 

Approach  to  Analyzing  LighhDensity  Linos 

Against  this  background,  USRA  took  the  following 
steps  in  examining  light-density  lines.  First,  USRA 
defined  an  analytic  process  aimed  at  ascertaining  for 
each  present  and  potential  (after  through  traffic  re¬ 
routing)  light-density  line  the  economic  contribution 
or  burden  on  the  railroad  operating  such  service.  Sec¬ 
ond,  data  Were  collected  for  each  line  that  included 
physical  characteristics,  freight  service  over  the  line, 
shippers  on  the  line  and  traffic  characteristics.  This 
material  was  provided  by  railroads  serving  the  line, 
individual  shippers,  federal  agencies  and  by  concerned  ' 
citizens  and  state  groups  usually  in  testimony  given  in 
public,  hearings  held  by  the  Rail  Services  Planning 
Office.  Finally,  each  was  analyzed  to  determine  whether 
revenues  cui^ntly  generated  are  sufficient  to  cover  the 
costs  directly  attributable  to  that  traffic. 

In  all,  the  analysis  encompassed  844J[ine  segments 
and  11,800  miles  (not  including  any  lines  of  the 

■  t 

*  Upon  receipt  of  additional  information  between  preparation  of  the 
Preliminai^  and  rinal  Byatem  Plana,  USRA  will  analyae  the  trallle 
growth  potential  of  theae  linea.  On  this  baaia,  additional  light-denaity 
lines  may  be  recommended  for  inclnaion  in  ConRaii’s  ayatem.  The 
Association  will  also  gire  farther  reyiew  to  those  llnea'wbich  aenre 
recoTcrahle  coal  reaerres. 
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Erie  La(^wannft).  Of  tliese  route  nuleSy  tlie  railroads 
now  provide  service  over  9,600  miles,  service  lias 
been  abandoned  over  1,200  miles  following  ICO 
abandonment  procedures  and  the  railroads  are  not  pro¬ 
viding  service  over  1,000  miles,  although  these  have 
not  been  abandimed  formally. 

A  description  of  the  approach  to  analyzing  these 
light-density  lines  and  USRA’s  findings  are  presented 
in  Chapter  7  of  Volume  I  and  in  Volume  II  of  this 
report. 

Conclusions 

The  Association  concluded  ConRail’s  system  should 
include  3,400  of  the  9,600  miles  of  light-density 
lines  currently  under  operation. 

The  lines  recommended  for  inclusion  would  retain 
about  75  percent  of  the  traffic  on  branch  lin^j  if  service 
were  discontinued  on  the  remaining  lines,  it  would  rep¬ 
resent  only  4.5  percent  of  the  total  traffic  (measured 
in  carloads  originated  or  terminated)  of  the  bankrupt 
railroads.  Though  it  is  apparent  that,  in  some  cases, 
termination  of  service  would  adversely  impact  specific 
shippers  and  communities,  the  Association  found  that 
the  overall  regional  impact  of  potential  service  termina¬ 
tion,  based  on  unemployment  increases,  reduction  in 
county  income,  environmental  impact  and  increase  in 
transportation  costs  to  shippers,  would  be  minimal  on 
a  county-level  basis  in  all  but  a  few  instances. 

The  light-density  lines  not  recommended  for  inclu¬ 
sion  in  ConRail’s  Final  System  Plan  may  be  eligible 
for  the  joint  2-year  federal-state  rail  continuation  sub¬ 
sidy  program.  Thus,  the  states,  local  governments,  ship¬ 
pers  and  private  organizations  can  determine  which 
lines  they  wi^  to  include  in  that  program,  a  task  in 
which  IJSRA.  stands  ready  to  help.  Evein,  if  dll  the 
branch  lines  not  recommended  for  inclusion  were  stib- 
sidized,  the  Association  estimates  the  total  cost  will  be 
within  the  funding  subsidy  available  under  the  Act, 

ConRail  Financial  Projections 

A  key  goal  of  the  Act  is  to  organize  the  bankrupt  rail¬ 
roads  into  a  financially  self-sustaining  system  oper¬ 
ated  by  private,  for-profit  corporations.  In  particular, 
Congress  anticipated  that  ConRail’s  securities  would 
have  sufficient  value  to  compensate  the  creditors  fairly 
and  equitably  for  the  assets  conveyed  to  ConEail. 

To  ascertain  whether  this  goal  could  be  achieved, 
TJSRA  developed  detailed  financial  projections  for 
ConRail  through  1985.  On  the  basis  of  these  projections, 
the  Association  has  concluded  that  Co^ail  should 
begin  generating  a  ‘positive  rwt  income  by  1978,  How’* 
ever,  whXte  net  income  should  improve  continuously^ 
the  suhstanMal  investment  in  rehdbiUtaiing  the  proper* 
ties  win  cause  a  negative  cash  flow  for  to  IJf.  years 
after  start-up. 


Specifk^Uy,  the  projections  show  that  ConRail  rea- 
fionidily  could  expect  to  improve  its  net  income  from  a 
1973  consolidated  loss  of  the  bankrupt  carriers  of  ap¬ 
proximately  $221  million  to  a  $91  million  deficit  .in 
1976,  a  profit  of  approximately  $161  million  in  1980 
and  a  profit  of  $382  million  in  1985.  These  figures  are 
expressed  in  constant  doUars;  if  inflation  is  considered, 
performance  looks  less  impressive.  Due  to  the  invest¬ 
ment  requirements  over  the  10-year  period  1976-85, 
using  inflated  figures,  ConRail  will  have  a  financmg 
shortfall  of  about  $3  billion  (including  rehabilitation, 
interest  on  debt  and  losses)  that  probably  will  not  be 
supplied  by  the  private  sector. 

The  projections  were  developed  through  detailed  an¬ 
alysis  and  field  work  by  the  Association  and  its  con¬ 
tractors.  The  projections  derive  from  intricate  relation¬ 
ships  among  a  host  of  variables,  but  it  is  possible  to 
identify  a  relatively  small  set  of  assumptions  with  a 
significant  impact  on  the  financial  results.  The  ConRail 
financial  projections  do  not  include  Erie  Lackawanna 
which  so  recently  came  into  the  planning  process.  Th6 
Association  estimates  that  revisions  reflecting  that  in¬ 
crease*  would  not  materially  change  the  result.  The  re¬ 
mainder  of  this  section  discusses  the  key  assumptions 
and  provides  a  more  detailed  presentation  of  projected 
financial  results. 

AttumpHons 

The  key  assumptions  underlying  the  financial  projec¬ 
tions  can  be  grouped  into  four  areas:  financial' policy, 
profit  improvement  due  to  revenue  increases,  profit  im- 
prosnment  due  to  c(wt  reductions  and  rehabilitation  and 
capital  program. 

•  Financial  policy.  Early  in  its  work,  the  Association 
adopted  two  financial  policies  that  are  reflected  in 
the  financial  projections.  First,  the  Association  de¬ 
cided  that  ConRail  should  not  cross-subsidize  oper¬ 
ations  that  generate  financial  losses.  In  adopting 
this  policy,  the  Association  anticipated  that  Con¬ 
Rail  would  be  fully  compensated  for  the  services  it 
provides  to  passenger  authorities.  Moreover,  it 
would  not  operate  over  unprofitable  light-density 
lines  unless  smne  other  organization  provided  a  full 
operating  subsidy;  and  noncompensatory  rates 
would  be  raised  to  at  least  a  breakeven  level.  Sec¬ 
ond,  the  Association  adopted  an  accounting  ap¬ 
proach  termed  t^modified  betterment  accounting^'* 
that  differs  from  the  usual  ICC  approach.  The  in¬ 
tent  of  the  approach  is  to  portray  more  effectively 
the  financial  status  of  a  railroad  facing  the  com¬ 
plete  rehabilitation  of  its  basic  facilities  contrasted 
with  a  railroad  needing  to  continue  an  ongoing 
maintenance  program.  The  approach  allows  Con¬ 
Rail  to  capitalize  the  rehabilitation  expenditures 
necessary  to  return  the  property  to  a  normal  condi¬ 
tion  rather  than  recording  the  entire  expense  in  the 
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year  incuned.  The  result  of  nsdng  this  approach'ia 
a  truer  yeai>to-year  picture  of  reyennes  ajid  their 
aasooiatedcoG^s;  it  does  no%  in  any  tray  diaiige  Con- 
Bail’s  ca^  requirements. 

•  Profit  vnvprovermnt  from  revenue  increases.  As  a 
starting  point  in  projecting  OonBail’s  revenues, 
TJSBA  projected  traffic  growth,  commodity  by  com¬ 
modity,  through  1985.  The  effort  indicated  that  by 
1985,  total  freight  tonnage  should  increase  64.6  mil¬ 
lion  tons  over  1973  volume  (352.2  million  tons) ,  re¬ 
flecting  an  annual  compound  growth  of  1.41  percent. 
Coal,  accounting  for  52  percent,  is  the  most  dg- 
niflcant  contributor  of  this  tonnage  increase. 
other  commodity  growth  is  forecast^  at  an  annual 
figure  of  .99  percent  (compounded)  in  the  period 
through  1985;  this  compares  to  .85  percent  in  the 
period  1968-73. 

These  traffic  increases  should- result  in  1985  freight 
revenues  that  exceed  1973  revenues  by  $3T6  million 
(expressed  in  1973  dollars),  Trailer-on-flafrcar 
(TOFC)  service  represents  the  largest  share,  con¬ 
tributing  $135  million  in  additional  revenues 
in  1985,  and  selective  rate  increases  relative  to 
currently  unprofitable  traffic  will  provide  $6.7  mil¬ 
lion  in  revenues  in  1976  and  reach  $64.4  million  zn 
1985. 

Beflecting  the  financial  policies  concerning  cross- 
subddization,  the  Association  also  has  assumed  full 
recoveiy  of  passenger  deficits  ($55  million  in  1976 
and  decreasing  to  $31.8  million  in  1985)  and  the 
provision  of 'li^t-density  line  subsidies  ($27.7  mil¬ 
lion  in  197 6  and  1977,  then  phadng  out) . 

•  Profit  improvement  due  to  cost  reductione.  Work¬ 
ing  from  detailed  field  analytic  engineering 
studies,  etc.,  USRA  staff  cstlmati^'  that  total 
improvement  in  cost  performance  that  reasonably 
could  be  attained  by  ConBail.  Assumptions  in  four 
expense  ai'eas  had  the  most  significant  impact  on 
financial  r^ults. 

— Maintenance  of  way  expenses  vrill  be  lower-duo 
to  roductioii  in  system  size,  although  the  unit 
costs  will  bo  liigher  as  a  result  of  maintaining 
ConRail’s  track  and  facilities  at  upgraded  levels. 
ConBail  will  have  average  annual  maintenance 
of  way  expenses  some  60  percent  higher  per  mile 
than  the  bankrupt  railroads  expended  recently. 
^Maintenance  of  equipment  expenses  should  in¬ 
crease  slightly  over  the  period,  reflecting  the 
higher  locomotive  and  car  maintemmee^  costs 
needed  to  reduce  the  high  equipment  bad  order 
ratio  of  the  bankrupt  railroads. 

— Transportation  expenses  should  decline  gradu¬ 
ally,  beginning  in  ConBail’s  first  year  of  operai* 
tion.  This  gradual  decrease  should  result  from 
'  the  implementation  of  improved  car  handling 
'  procedures  and  systems,  consolidation  gsdns^  and 
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greater  efficiency  resulting  from  rehabilitation  of 
facilities. 

^Net  car  hire  paid  is  estimated  to  improve  sub¬ 
stantially  over  this  jieriod  (savings  will  increase 
from  approximateljr  $29  million  in  1976  to  $80 
million  in  1985).  Tins  favorable  change  results 
from  the  assumed  use  of  an  improved  car  man¬ 
agement  system,  the  impact  of  rehabilitation  on 
train  speeds,  (enabling  ConBail  to  achieve  better 
car  utilization),  and  the  assumption  that  Con- 
Bail  will  acquire  care  through  purchase  rather 
than  lease  (thus  reducing  the  amount  of  lease 
payments). 

•  Rehabilitation  and  capital  program  assumptions. 
The  Association  estimates  that  during  ConBail’s 
first  10  years  $2.0  billion  (uninflated)  or  $4.2  billion 
(inflated)  will  be  needed  for  rehabilitation  and 
capital  improvements  to  track  structure  and  facili¬ 
ties.  New  locomotive  and  car  purchases  will  total 
$.6  billion  (uninflated)  or  $1.0  billion  (inflated). 
This  program  when  completed  should  bring  the 
right-of-way,  facilities,  motive  power  and  equip¬ 
ment  to  standards  generally  maintained  by  more 
profitable  and  efficient  carriers  in  the  Nation.  To 
maximize  dollar  return,  optimize  sei-vice  and  main¬ 
tain  flexibility,  rehabilitation  funds  expended  in 
the  initial  years,  recognizing  material  constraints, 
would  be  devoted  principally  to  ConBail’s  primary 
through  f rei^t  routes  and  major  yards.  Under  this 
rehabilitation  strategy,  the  main  lines  will  be 
brou^t  up  to  adequate  standards  (50-60  m.p.h.) 
within  3  to  7  years.  It  means,  however,  that  many 
secondai^  and  branch  lines  will  have  only  mini¬ 
mum  maintenance  done  during  this  period.  Capital 
expenditures  for  modernization  projects  and  new* 
equipment  would  be  devoted  principally  to  signal 
projects  and  new  locomotives. 

Financial  Results 

Table  1  presents  key  financial  data  projected  for  Con¬ 
Bail  over  the  period  1976  to  1985.  These  show  that: 

•  ConBail  will  operate  with  a  net  deficit  of  $91 
.^qillion  in  1976,  its  filrst  full  year  of  operation, 

•  ConBail  will  break  even  in  1978,  its  third  year  of 
operation  and 

•  Net  income  in  1985  will  be  $382  million. 

Such  an  improvement  in  net  income  represents  a 
dramatic  tum-around  in  view  of  recent  trends  of  the 
Northeast’s  railroads.  Yet,  the  improvement  should  bo 
possible  because  ConBail  is  not  intended  to  be  a  com¬ 
posite  of  tiie  bankrupt  carriers,  but  a  revitalized,  re¬ 
-structured  railroad  serving  the  same  territory  now 
served  by  the  bankrupt  carriers.  The  opportunity  to 
repair  and  rehabilitate  track  and  facilities  of  six  rail- 
xoads  la  unique  in  tho  railroad  industry. 
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Table  1. — Svaimitry  of  key  fincmcial  projedion  data,  1976-86 

[In  millions  of  doUars] 


197« 

1977 

1978 

1979 

1980 

1961 

1982 

•  1983 

19M  • 

1968 

Operating  results  in  1973  dollars; 

Baitway  operating  revenoes: 

Freight- . . . 

$1,392 

$2,060 

$2,016 

$2,056 

$2,089 

$2;  124 

$2,161 

•$2,196 

$2,284 

$2,275 

Passenger  and  other. . . . . . — 

*488 

503 

503 

502 

502 

499 

491 

495 

498 

499 

Total  railway  operating  revenum _ ... 

2;380  - 

2,563 

2,519 

2.557 

2,591 

2.628 

2,652 

2,601 

2,782 

2,774 

Income  (loss)  betoe  taxes  and  interest _ 

(54) 

26 

100 

212 

242 

300 

833 

867 

427 

ti9 

Net  income  before  income  taxes.. . . . 

(91) 

(27) 

32 

135 

161 

218 

253 

289 

M9 

382 

Net  income  beibre  income  taxes  in  inflated  dollars-. 

(94) 

(38) 

10 

90 

107 

142 

156 

169 

205 

215 

Selected  balance  sheet  items  in  inflated  dollars: 

Net  properties . . 

665 

1,062 

1,466 

1,889 

2,302 

2,772 

3,174 

3,696 

4,223 

4,727 

Total  assets . . . - 

1,531 

2;  040 

2,489 

A  476 

.4,008 

4,477 

5,078 

5,678 

6,269 

Net  external  financing:  > 

Equipment  notes _ _ _ .... 

215 

178 

195 

221 

254 

296 

307 

871 

441 

502 

Federal  notes _ _ _ 

554 

962 

1,254 

1,587 

1.798 

2,066 

2,282 

%6S2 

A  781 

2,986 

Total . 

769 

1,130 

1,449 

1,758 

2,052 

2,361 

2,589 

2,923 

8,222 

8,488 

Retained  earnings  (deficit) _ .... — . . 

1(94) 

$(182) 

$(121) 

$(22) 

$84 

$227 

$383 

5552 

$756 

$971 

t  ExeIndinK  the  amounts  assigned  to  any  assets  acquired  by  conveyance  Irom  the  bankmpt  estates  and  any  securities  issued  at  conveyance  other  than  the  equipment  indebt* 
ednest  assumed  which  is  included  in  net  properties,  total  asset^  and  equipment  notes. 


Tlie  forecast  results  are  not  out  of  line  with  the 
current  perfonnance  of  a  well  managed  railroad.  Table 
2,  a  ratK)"ahalysis,  compares  anticipated  ConRail  i)er- 
formance  with  that  of  10  solvent  railroads.  It  shows 
that  ConRail  will  need  to  perform  well  to  acliieve  these 
results,  but  that  other  railroads  have,  in  fact,  reached 
the  assumed  levels.  Thus,  the  j)erformancc  assumptions 
underlying  these  projections. appear  to  be  reasonable. 

The  Association  stresses,  however,  that  the  levels  of 
licrformance  underlying  the  almve  projections  will  not 
occur  by  happenstance.  The  •performance  of  CoiiRail 
will  exceed  that  of  the  "banJerapte  only  if  ConRail  em¬ 
ploye  management  leadership  of  the  highest  quality. 
TIk*  selection  of  ConRaiPs  top  management  team  ulti¬ 
mately  will  determine  whether  ConRail  becomes  a  rail¬ 
road  on  the  way  to  a  healthy  future  or  a  sick  corpora¬ 
tion  salvagable  only  by  continuing  infusions  of  gov¬ 
ernment  funds. 

The  Association's  financial  projections  arc  based  on 

Table  2.- 


long-term  secular  trends  and  the  improvements  iden¬ 
tified  and  implcmentable  by  a  good  management.  Nev¬ 
ertheless^  the  pi'csent  state  of  the  U.S.  economy  conn- 
pounds  the  micertainties  of  the  future  and  Suggests 
soma  caution  in  reviewing  their  precise  accuracy. 

Impact  of  Inflation.  The  resiilts  just  presented  have 
been  stated  in  constant  1973  dollais.  Inflation,  however, 
can  change  the  results  significantly.  To  demonstrate  its 
impact,  USRA  prepared  projections  lyflccting  antici¬ 
pated  inflation  rates  through  1985.  Estimates  used  by 
ITSRA  indicate  that  inflation  will  continue  above  10 
percent  for  1975  and  gradually  recede  to  about  5  per¬ 
cent  by  1980,  remaining  in  that  vicinity  through  1985.* 
losing  these  assumptions,.  ConRail’s  financing  need 
•would  change  in  that : 

•  Delft  as  of  1985  will  he  $3.5  hiUion^  representing  an 

-  *  increase  of  S^lffhillion  over  the  uninflated  case  and 


^The  details  of  these  estimates  are  Included  In  Chapter  14,  sunb 
mary  information  presented  on  Table  4. 

Comparison  of  key  operating  ratiotj^  ConRail  and  other  railroads 
lUilroad  Perfonaanoe 


Key  operating  ratios 

Penn 

Central 

1973 

ConRail 

1976 

-  ConRail 
1985 

ATSF  ChessI#  * 

BK 

MILW 

ICO 

N&W 

SOU* 

8P* 

SCL 

UP» 

Operating  expcnses/Tailway  operat¬ 
ing  revenues _ 

a827 

0.396 

a  nr 

a  791 

a748 

a826 

asos 

a  752 

a725 

0.714 

arro 

.aroB 

ara 

Idaintenance-ol-way /railway  operat¬ 
ing  revenues . . 

.130 

.164 

.114 

.156 

.120 

.163 

.166 

.138 

.117 

.162 

.122 

.142 

.180 

Maintenanea  qf  aqnipmeot/railway 
operating  revenues. _ _ 

.167 

.175 

.157 

.186 

.159 

.167 

.140 

.155 

,179 

.176 

.186 

.183 

.17$' 

Transportation' expenseAaflway  op- 
erattog  ravanoas. . . 

.470 

.481 

.387 

.381 

.302 

.418 

.418 

.381- 

.359 

.810 

.302 

.184 

.851 

General,  administrative  and  other 
azpense/kaaway  operating  revenue. 

.060 

.076 

.059 

.068 

.088  . 

.061 

.082 

.077 

.070 

.066 

.on 

.060 

.079 

>  Bevettiua  and  expenses  to  ConBafl  and  all  otltonilraads  weA  oimipatad  tulng  aapSAM  on  a  basis  comparable  with  other  railroeds  with  respect  to  light^density  linA 
accounting  rules  comparable  to  thoee  used  by  the  industry  in  1973.  Tn  addition  to  gnbaidies,  Amtrak  remuneration  and  recoveries  of  passenger  defldts  not  currently 
adiustmenta  madAto  tarenstoin  Oonlfall  tom  a  motHflait  ^  i  Trrr  JMng  sdabot*^ . 

betteonent  sccoontiog  method.  oUitfa4iastiQents  were  made  to  reflect  rereniieji  and  t  Cmuolidat^  companies. 
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•  ConRaU  wUl  require  external  pnanxn/ng  {Ja/rg^ 
oBiumed  to  "be  federal)  u/nlU  after  1985^  rcdiher 
than  stopping  borrowing  in  1981  as  in  the  wUi> 
ftated  case. 

Simply  to  maintain  the  income  projections  dioini,  tt 
regulatory  policy  is  required  that  permits  rate  increases 
eqidralent  to  costs  without  significant  tinm  lag.  In  addi¬ 
tion,  rate  increases  which  do  not  allow  for  full  recoTOiy 
of  investment  costs  compound  the  problem.  As  the  work 
of  the’ Association  proceeds,  it  is-critical  that  all  parties 
associated  with  the  future  of  the  Northeast  rail 
system— especially  industry  management  and  regula¬ 
tory  bodies — appreciate  the  impact  of  regulatory  poli¬ 
cies  and  procedures  end  work  to  improve  them. 

ConRdil  Financing 

As  shown  in  Table  1,  OonEail’s  net  external  financ- 
ing  requirements  over  the  10-year  period  1976-88  are 
likely  to  be  $3.5  billion.^  The  Association  projects  that 
private  sources  will  provide  about  .$.6  billion  of  this 
sum  (primarily  in  equipment  notes) ,  but  the  long-term 
debt  requirement  not  met  from  private  sources  will  bo 
about  $3  billion  by  1985.  Since  the  Act  allows  govern¬ 
ment  guarantees  of  only  $1  billion  of  CohBail  debt,  a 
$2  billion  shortfall  must  be  made  up. 

The  financial  projections  show  that  ConBail  would 
likely  be  able  to  service  additional  debt  of  this  «bse  if 
its  operating  performance  matches  that  assumed-in  the 
projections.  However,  the  Association  does  not  believe 
that  the  private  sector  would  be  willing  to  provide  addi¬ 
tional  funds  in  this  total  amount  without  some  form  of 
government  participation. 

Hence^  the  Association  has  concluded  thal  ConRail 
will  need  financing  in  excess  of  the  $1  bUlion  now  pro* 
•sided  in  the  Act,  However^  given  the  desire  to  irn/ple* 
ment  guichly  a  private  sector  solution  to  the  Northeast 
rdU  problem^  should  this  assistance  be  provided  by  the 
-ovemmenty  it  •mast  be  in  a  way  that  minimizes  the 
duration  of  the  governments  irvcolvement. 

The  Association  faced  two  broad  options  in  consid¬ 
ering  the  financial  question.  It  could-  have  instituted 
means  to  reduce  the  financing  requirement  so  that  Con- 
Bail  could  function  using  the  $1  biUion  provided  in  the 
Act,  or  it  could  have  recommended  that  Ihe  govern¬ 
ment  take  steps  to  meet  ConBail’s  additional  require¬ 
ments.  hfore  specifically,  th©  alternatives  are  of  two 
lands: 

•  Asa  means  of  enabling  ConJRaU  to  function  •within 
the  funding  in  the  Act,  reduce  either  the  miles  of 
track  in  the  system  or  the  scope  of  the  rehdbUita* 
tion  program.  To  stay  within  the  financiog  pro- 

•  These  estimated  llabllitl^  exclude  ux  debt  payment  for  assets 
conveyed  by  the  estates  to  ConSaU  since  definition  of  the  securities 
package  must  await  the  conclusions  of  the  studies,  but  the  estimates 
do  include  ossumpUons  of  ezlstins  indebtedness  of  rerenne  evulpment. 
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Tided  In  the  Act,  TJSBA  attempted  to  define  a  re¬ 
duced  rail  system  that  would  enable  ConBail  to 
become  financially  self-sustaining,  yet  require  only 
$1  )>illion  in  government  financing.  The  analysis  * 
^owed  that  the  resulting  system  size  would  approx¬ 
imate  6,000  miles,  eliminating  over  75  percent  of 
the  existing  trackage  of  the  bai^rupt  carriers.  This 
flltemative  was  rejected  as  incompatible  with  the 
goal  of  meeting  rail  service  needs  in  the  B’^on. 

The  Association  also  considered  reducing  the  level 
of  the  rehabilitation  program  by  reducing  expendi¬ 
tures  over  the  entire  system.  This  alternative  also  was 
rejected.  The  condition  of  the  principal  routes  and 
yards  is  so  poor  and  yet  so  important  to  enable  Con- 
Bail  to  provide  good  service  that  a  rehabilitation  pro¬ 
gram  that  spread  the  available  funding  over  the  entire 
system  would  result  in  uniformly  poor  service  and  eflSl- 
mency  ^stemwide  and -simply  perpetuate  what  exists 
today. 

•  Additional  means  of  financing  ConRaU  should  be 
established.  The  Act  has  several  programs  designed 
to  provide  financial  assistance  to  the  Northeast 
railroads.  However,  none  of  the  programs  provide 
sufficient  long-range  financing  to  ConBail,  or  to 
other  railroads.  It  is  the  USBA’s  conclusion  that 
the  federal  government  appears  to  be  the  only 
available  source  of  this  financing  for- ConBail. 
Thus,  the  Association  has  begun  to  consider  how 
this  long-range  solution  might  be  developed. 

The  Association’s  studies  on  alternative  forms  of 
financing,  combined  -with  its  work  on  valuation  of  prop¬ 
erties,  will  provide  the  basis  for  a  complete  fecom-> 
mendation  on  financing  to  be  presented  in  the  Final 
System  Plan. 

Northeast  Rail  Passenger  Service 

The  Associalion  has  concluded  thal  passenger  serv¬ 
ice  in  the  Region  should  be  improved  by  shlfH/ng  pri¬ 
mary  finanjoicd  and  operationcd  responslbUity  for  the 
Northeast  Corridor^  from  ConRaU,  carrying  oul  a 
major  upgrading  program  in  the  Northeast  Corridor 
cmd  developing  16  other  passenger  corridors.  The  sec¬ 
tions  that  follow  briefly  describe  the  background  to 
XJSBA’s  passenger  service  work  and*  discuss  each 
condnsion. 

Since  the  primary  planning  effort  was  to  be  fcmght 
oriented.  Congress  sought  to  emphasize  esq^licitly  the 
importance  of  passenger  service  in  the  Begion.  Specifi¬ 
cally,  the  Act  states  that  the  -Final  System  Plan 

•  TTBWA  attempted  to  evaloato  the  financial  ImpUcatlona  of  micli  a 
syitem,  bat  it  li  not  possible  to  develop  complete  financUl  pxojOctlons 
for  thin  option  because  of  the  major  adjustments  In  tnflo  San,  costs 
and  revenues  associated  with  this  option. 

vThe  Corridor  is  defined  as  the  present  Penn  Cental'll  zoota  from 
Boston  to  Washington. 
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should  help  effect  *‘the  movement  of  paseengen  •  .  • 
including  the  requirement^ of  commuter  *nd  intercity 
rail  passenger  service  .  .  .  and  the  identification  of  all 
short  to  DMdium  distance  coiridors  in  densely  popu¬ 
lated  areas  in  which  the  major  upgrading  of  rail  lines 
for  high  speed  passenger  operation  would  retain  sub¬ 
stantial  public  benefits.”  Moreover,  the  Act  instructed 
the  Secretaiy  of  Transportation  to  improve  service  in 
the  NcMtheast  Corridor. 

In  response  to  this  mandate,  USBA  conducted  a 
study  of  the  scope  and  quality  of  rail  passenger  scrvi<» 
in  the  B^on — focuang  primarily  on  the  identification 
of  intercity  corridors  that  would  be  appropriate  candi¬ 
dates  for  upgrading  programs.  Building  on  this  study, 
the  Association  concluded  that: 

•  Bcsponsihility  for  the  Northeast  CotTidor  should 
he  transferred  frwn-the  freight  indlroads.  The 
Northeast  Corridor  could  play  a  more  effective  role 
in  intercity  transpoiiation  than  it  does  today.  The 
Washingtem-Newark  portion  of  the  Corridor  has 
heavy  freight  services  now  and  there  is  much  inter¬ 
ference  between  freight  and  passenger  operations. 
With  the  implementation  of  recommended  service 
improvements  (increased  frequency  and  speed), 
the  interfei-ence  pi'oblcm  could  become  more  severe. 
The  Association  ivcommends  that  ConRail 
through-freight  services  be  rerouted  to  separate 
most  freight  and  passenger  train  operations.  Local 
freight  service  will  continue  to  be  provided  by  Con- 
Rail,  but  ConRail  should  yield  i-esjwnsibility  for 
the  entire  Northeast  Corridor — which  will  be  used 
principally  for  passenger  service.  Through  freight 
services  curi-ently  provided  in  the  Corridor  would 
be  transferred  to  a  parallel  route  composed  of  seg¬ 
ments  of  the  Baltimoix;  &  Ohio,  the  Reading  and 
the  Lehigh  V'alley  railroads.  It  is  anticipated  that 
this  transfer  could  be  accomplished  over  the  next 
few  years. 

•  Corridor  service  in  the  Region  should  be  considered 
for  exte/imon  and  improvement  between  16  city 
pairs:  USRA  identified  16  city  pairs  as  candidates 
for  new  or  improved  corridor  service  (Figure  2). 
The  iiK)st  significant  new  corridor  service  would  be 
provided  between  the  cities  of  Cincinnati,  and 
Detroit,  Cleveland  and  Pittsburgh,  Chicago'  and 
Cleveland  and  Washmgton.  and  Pittsburgh.  The 
services  recommended  would  be  intermediate  speed 
(80  m.p.h.) ,  modest  fi-equency  operations.  Improve¬ 
ments  from  that  base  could  proceed  if  demand  war¬ 
ranted.  The  start-up  date  for  most  services  wiU  be 
3  to  5  years  hence  as  most  will  utilize  ConRail  track 
which  must  first  be  rehabilitated. 

As  a  closing  point  relative  to  passenger  service,  the 
Association  em^^hasized  the  need  to  I'csolvc  an  issue  that 


has  been  ther  source  of  considerable  controversy  and  ir- 
xitation — namely  the  issue  of  compensation  to  freight* 
railroads  for  the  provisimi  of  passenger  services.  This 
controversy  has  contributed  to  a  lack  of  cooperation  in 
many  instances  between  the  freight  railroad  and  ths 
passenger  authorities — and  performance  in  |lroviding 
passenger  service  has  suffered.  While  USRA  is  not  seek¬ 
ing  to  blame  past  problems  on  one  side  or  the  other,  it 
‘stresses  the  need  to  establish  arrangements  that  fully 
and  equitably  compensate  freight  and  passenger  organi¬ 
zations  for  the  services  they  provide  to  each  other. 

Thus,  USRA  recommends  that  the  approach  to  be 
used  in  determining  the  compensation  rendered  is  for 
the  facility  to  be  owned/controlled  by  the  exclusive  or 
dominant  user,  bearing  the  full  costs;  the  secondary 
user  should  pay  an  appropriate  charge  for  the  use  of 
the  facilities. 

In  sum,  USRA  believes  its  recommendations  on  pas¬ 
senger  services  will  contribute  to  the  improvement  of 
both  passenger  and  freight  services  in  the  Region.  It 
provides  for  improved  passenger  service  in  these  areas 
where  it  is  most  ne^^l ;  it  fixes  responsibility  for  pas¬ 
senger  service  with  authorities  whose  whole  concern  is 
with  the  passenger;  and  it  clarifies  and  establishes  fair 
and  equitable  principles  for  compensating  either  freight 
or  passenger  agencies  for  services  one  lenders  to  the 
other. 

USRA's  .CohtinMing  Program 

A  significant  amount  of  work  remains  to  be  done 
between  issuance  of  the  Preliminary  and  Final  Syst^ 
Plans.  Broadly,  the  tasks  to  be  carried  out  include  com¬ 
pleting  USRA’s  planning  -work,  synthesizing  and  re¬ 
sponding  to  public  comment  on  the  Preliminary  System 
Plan,  negotiating  with  outside  parties,  assisting  in  Cou- 
Rail  activation  and  preparing,  the  Final  System  Plan. 

Negotiating  With  Outside  Parties 

The  Association  Jias  recommended  a  number  of  ac¬ 
tions  in  the  Preliminary  System  Plan  contingent  on  the 
consumation  of  negotiations  with  outside  parties.  Com¬ 
plex  negotiations  with  solvent  railroads,  Amtrak  and 
public  authorities  must  be  carried  out  in  order  to  imple¬ 
ment  tlie  Plan’s  industry  structure  recommendations. 
Additional  negotiations  with  respect  to  light-density 
lines  and  cooidinatiou  projects  (e.g.,  joint  facilities 
agreements)  also  must  be  carried  out  with  solvent  car¬ 
riers.  Substantial  effort  will  have  to  be  devoted,  to  these 
tasks  to  finalize  as  many  agreements  as  possible  prior 
to  the  i^uance  of  the  Final  System  Plan. 

Cemplating  the  Planning  Work 

A  number  of  critical  planning  must  be  com¬ 
pleted  in  the  coming  m<»iths.  Ifi'  financial  planning, 
USRA  must  value  both  the  properties  to  be  acquired 
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and  the  securities  accruing  to  the  estates  and  develop 
a  deiBuoitive  capital  structure  for  ConKail.  A  second 
planning  task  relates  to  including  the  Erie  Lackawanna 
in  the  system.  ITSItA  must  conduct  analyses  of  the  Erie 
Lackawanna^  light-density  lineS|  operations,  facilities 
and  eqiiipment.  In  the  manpower  area,  USRA  must 
develop  a  detailed  plan  for  manpower  utilization  and 
deployment,  project  labor  protection  costs  under  Title  V 
of  the  Act  and  assess  the  benefits  of  utilizing  an  em.- 
ployee  stock  ownership  plan. 

Responding  to  Public  Comment 

During  RaU  Services  Planning  Office  hearings,  a 
number  of  interest  groups  including  state  and  local  gov¬ 
ernments,  dippers  and  creditors  will  review  and  make 
substantive  comments  on  the  Preliminary.  Syst^  Plan. 
The  Association  must  be  in  a  position  to  assimilate  these 
comments,  respond  to  questions  raised  and  factor  these 
results  into  ongoing  planning  work;  Information  re¬ 
ceived  will,  for  example,  result  in  a  reevaluation  of 
many  light-density  line  decisions  to  determine  where 
lines  recommended  for  exclusion  in  the  Preliminary  Sys¬ 
tem.  Plan  should  be  included  in  the  Final  System  Pluu 


Assisting  in  ConRail  Activation 

USRA  is  only  the  planning  agency  for  the  revitalized 
Kortheast  rail  ^stem;  management  of  OonRail'  and 
other  railroads  must  make  the  plan  happen.  A  large 
number  of  projects  must  be  launched  between  now  and 
conveyance-  day  in  order  to  place  ConRail  on  a  sound 
footing  to  begin  operations.  Such  projects  will  relate 
to  organization,  executive  selection,  administrative  sys- 
tems,  operations  control,  budgeting  and  a  host  of  other 
tasks  associated  with  ConRail  start-up.  USRA  must 
play  a  leadership  role  relative  to  these  activities. 

Preparing  the  Final  System  Plan 

Through  the  months  ahead,  the  Association  must  re¬ 
view  and  refine  all  conclusions  reached  in  the  Prelimi¬ 
nary  System  Plmi.  Drawing  on  new  information,  RSPO 
hearings,  results  of  negotiations,  etc.,  the  plan  must 
be  revis^,  approved'  by  the  board  and  prepared  for 
Submission  to  the  Congress  by  July  26, 1975. 

OrganizaKon  of  the  PreUmiridry  System  Plan 

The  findings  and  conclusions  developed  as  part  of  the 
Association’s  plan  for  rail  service  in  the  Northeast  and 
Midwest  Region  are.  presented  in  the  following  13 
chapters  of  Yblame  L 
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Chapters^  The  Regtorud  RaU  System:  Presents  con- 
chisions  on  the  structure  of  the  rail  system  that 
^ould  serve  the  Be^on. 

Chapter  Coordination  with  Sol/oeni  Railroads: 
I>escribes  potential  of^rtunities  for  ccmsolida- 
tion,  pooling  and  joint  use  or  operation  of  facili¬ 
ties  to  enhance  the  efficiency  of  the  Region’s  rail¬ 
roads. 

Chapter  5  Operating  the  Restructured  Rail  Sys¬ 
tem:  Analyzes  the  bankrupts’  operations,  describes 
the  process-followed  in  preparing  a  preliminary 
ConRail  operating  plan;  summarizes  estimated 
ConRail  route  and  terminal  requirements  and  pro¬ 
jects  (’onRail  operating  improvements. 

Chapter  6,  Upgrading  Rail  Facilities  and  Equip¬ 
ment:  Summarizes  the  results  of  comprehensive  en¬ 
gineering  and  field  analysis  of  the  physical  con¬ 
dition  of  trackage,  facilities  and  equipment  and 
presents  an  upgrading  program. 

Chapter  7,  Light-Density  Lines  and  Their  Com¬ 
munity  Impact:  Discusses  the  policy  aspects  of  the 
light-density  line  problem,  the  impact  on  com¬ 
munities  of  discontinuance  of  service,  and  the  pro¬ 
grams  available  (Title  IV  of  the  Act)  for  con¬ 
tinued  rail  service. 

Chapter  Intramoddl  and  Intermodal  Competi¬ 
tion:  Describes  the  competitive  environment  be¬ 
tween  railroads  and  among  railways,  trucks,  barges, 
pipelines  and  air  cargo  carriers  and  raises  issues 
of  public  policy.' 

Chapter  9,  Marketing  RaH  Freight  Service:  De¬ 
scribes  the  traffic  and  revenue  forecasts  used  to  de¬ 
velop  financial  projections  and  lays  out  ConRail’s 
pricing  strategies; 


-  .  Chapter  10,  AvaUahUity  of  Service  by  Alternate 
Modes:  Describes  economic  and  social  costs  of 
■  '  diverting  rail  traffic  to  trucks,  focusing  on  the 
impact  of  discontinuation  of  service  on  light-deii- 
sity  lines. 

Chapter  11,  Foetid  Affecting  Environmental  As¬ 
sessment:  Summarizes  ‘energy,  pollution  and 
aesthetic  factors  involved  in  transportation  serv¬ 
ices  and  provides  a  foundation  for  ezaminixxg  the 
'environmental  effects  of  the  Final  System  Plan. 

Chapter  It,  Manpower  Requirements  and  Policies: 
Discusses  the  manpower  plan  and  the  implementing 
agreements. 

Chapter  IS,  Passenger  Service  in  the  Region: 
Presents  findings  on  the  scope  and  quality  of  pas¬ 
senger  services  and  summarizes  conclusions  on 
transfers  of  ownership,  control  of  the  Northeast. 
Corridor  and  service  improvements  needed  in  16 
other  intercity  passenger  corridors. 

Chapter  H,  Financial  Analysis  of  the  Preliminary 
System  Plan:  Presents  pro  forma  financial  state¬ 
ments  for  the  single  ConRail  system. 

Chapter  15,  Financial  Programs  Under  the  Act: 
Describes  the  financing  programs  provided  in  the 
Act. 

Appendixes  to  the  Plan  present  results  of  detailed 
analyses  to  support  findings  and  conclusions  in  the 
chapters  and  provide  general  background  information 
and  a  bibliography  of  USRA  reports. 

Volume  II  of  the- Preliminary  System  Plan  describes 
the  detailed  analytic  process  used  in  developing  the 
light-density  line  conclusions  and  provides  a  detailed 
description  of  each  line  analyzed  and  the  recommenda¬ 
tions  on  each  line.  Appendixes  describe  community 
impact  analyses  and  pi-esent  line-by-line  recommenda¬ 
tion. 
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VOLUME  I -PART  2 

Presentation  of  the 
Preliminary  System  Plan 


’Tjtv 


The  Regional  Rail  System 

The  central  issue  facing  the  Association  has  been  to  determine 
how  the  services  and  properties  of  the  bankrupt  carriers  should  be  restruc- 
htred  so  as  to  achieve  the  goals  of  adequate  and  efficient  rail  service 
and  a  self-sufficient  private  sector  ConRail  at  minimum  cost  to  the 
taxpayer. 

USRA  considered  four  major  operating  alternatives  for  restructunng 
the  bankrupts.  They  are: 

•  ConRail  I — a  merger  of  all  bankrupt  carriers, 

•  ConRail  East  and  West — ConRail  East  as  a  large  eastern 
terminal  district  railroad  with  the  western  lirtes  of  Penn  Central 
as  a  ConRail  West, 

•  ConRail  North  and  South — essentially  a  breakup  of  the  Penn 

Central  along  the  lines  of  the  former  Pennsylvania  and  New  York 
Central  railroads  and  —  . 

•  ConRail! Neutral  Terminal  Companies — merger  of  the  bank¬ 
rupt  lines  while  concurrently  providing  solvent  carrier  access  to  the 
major  eastern  markets. 

This  last  option  provided  the  basis  for  resolving  the  regional  struc¬ 
ture  issue  and  meeting  the  various  goals  and  purposes  of  the  Act.  It  would 
maintain  competition  in  the  major  east  coast  markets,  minimize  track 
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,  and  terminal  duplication  {thereby  minimizing  rehabilitation  costs)  and 

create  no  new  operating  entity^  other  than  ConRail,  in  the  Region. 

The  structure  recommended  for  the  Region  is  a  Three  Carrier  System 
involving  ConRail  (consisting  basically  of  Penn  Central)  ^  the  Chessie  and 
the  Norfolk  &  Western.  Segments  of  smaller  bankrupt  carriers  (including 
Erie  Lackawanna)  would  be  transferred  to  each  of  these  carriers.  Dis¬ 
cussions  are  progressing  ivith  the  solvent  carriers  to  determine  the  potential 
for  achieving  this  recommended  structure. 


In  achieving  the  critical  balance  required  by  the  goals 
d  the  Regional  Rail  Reorganization  Act  of  1973,  the 
most  difficult  task  in  developing  the  Preliminary  Sys¬ 
tem  Plan  has  been  the  definition  of  the  industry"  struc¬ 
ture  for  the  Region.  Embodied  are  the  elements  of  com¬ 
petitive  service,  efficiency,  preservation  of  the  financial 
strength  of  the  solvent  railroads  and,  most  of  all, 
ichievement  of  a  new  company  able  to  sustain  itself 
inancially  at  minimum  cost  to  tlte  taxpayer. 

The  regional  system  recommended  by  the  Associa- 
rion  involves  organization  of  ConRail  around  essen¬ 
tially  the  Penn  Central  and  portions  of  the  smaller 
bankrupts  with  transfer  (either  property  or  operating 
rights)  of  other,  significant  portions  of  these  smaller 
bankrupts  to  the  Chessie  System,  Noifolk  &  Western 
and  Delaware  &  Hudson.  It  maintains  competitive  serv¬ 
ice  at  major  points  in  the  Region  and  equal  competitive 
access  to  routes.  Furthermore,  it  achieves  significant 
rationalization  of  plant.  As  a  Three  Carrier  System 
(ConRail,  Chessie  and  Norfolk  &  Western  and  connec¬ 
tions)  ,  it  appears  to  provide  the  best  chances  for  future 
stability  of  earnings  and  service  in  the  Region. 

The  risks  and  capital  requirements  involved  in  an  un¬ 
dertaking  as  vast  as  the  formation  of  ConRail  require 
caution  in  the  early  years  of  development.  Blindly  pro¬ 
ceeding  towards  the  stated  structure  could  make  Con¬ 
Rail  the  instrument  of  both  further  financial  failure 
and  increased  government  involvement  in  the  operation 
of  the  railroad.  To  that  end,  in  the  following  descrip¬ 
tion  of  the  process  to  develop  the  proposed  regional  rail 
system  structure,  the  requirement  for  future  change  or 
evolution  is  indicated. 

To  present  the  industry  structure,  this  chapter  is  di¬ 
vided  into  three  basic  parts : 

•  USRA-recommended  structure  for  the  Region,  out¬ 
lining  where  and  by  wdiom  various  rail  services  should 
be  provided  and  the  reasons  for  USRA’s  determina¬ 
tions,  including  concepts  considered  and  rejected. 

•  A  summary  description  of  the  principal  ConRail 
routes,  ConRail  operating  and  modernization  strategies 
and 

•  A  discussion  of  sjpecial  issues  relating  to  the  operat¬ 


ing  structure  that  are  caused  by  the  financing  problems 
of  ConRail. 

One  option  available  under  the  Act  would  be  for  the 
Association  simply  to  merge  all  of  the  bankrupt  carriers 
into  a  single  carrier  (presumably  including  Erie  Lack¬ 
awanna  and  Boston  &  Maine  as  both  were  bankrupt 
when  the  Act  became  law).  The  structure  of  the  Act  is 
predicated  on  the  assumption  that,  if  the  bankrupt 
carriers  were  merged,  rationalized  and  rehabilitated,  the 
i-esulting  efficiency  gains  would  result  in  a  financially 
self-sustaining  entity.  While  the  law  seeks  economic 
self-sufficiency  as  a  major  goal,  it  also  require  that  the 
reorganized  system  provide  adequate  and  efficient  rail 
service  to  the  Region,  that  it  retain  and  promote  com¬ 
petition  and  preserve,  to  the  extent  consistent  with  other 
goals,  existing  railroad  service  patterns. 

Considering  all  of  the  goals  of  the  Act  in  concert,  the 
planning  effort  simply  cannot  solve  the  problems  of 
the  bankrupt  carriers  by  bringing  about  the  demise  of 
other  carriers  through  the  creation  of  a  more  viable  com¬ 
petitor  in  the  Region.  The  avoidance  of  aiiy  impact  on 
solvent  carriers  is  not  possible,  but  adequate  and  effi¬ 
cient  rail  service  in  the  Region  cannot  bo  achieved  if 
the  well-being  of  the  pre^ntly  solvent  carriers  is 
ignored  by  the  restructuring  process. 

The  importance  of  the  structure  is  highlighted  fur¬ 
ther  by  the  fact  that  a  process  of  government  funding 
will  initiate  a  time  consuming  and  expensive  program. 
Once  begun,  this  restructuring  process  will  be  difficult  to 
change,  so  the  time  for  considering  various  operational 
alternatives  is  before  it  has  been  set  in  motion.  For  this 
reason,  numerous  structures  were  analyzed.  Comments 
from  the  Rail  Services  Planning  Office  (RSPO)  hear¬ 
ings,  from  shippers  and  from  solvent  carriers  in  the 
Region  further  emphasized  that  a  USRA  planning 
process  ignoring  any  solution  except  merger  of  all  the 
bankrupt  carriers  would  be  irresponsible. 

The  Present  Structure 

An  understanding  of  the  complexities  of  industry 
structure  necessarily  must  start  with  the  basic  traffic 
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patterns  in  the  Region  and  the  role  of  the  major  regional 
carriers  in  the  movement  of  that  traffic.  Basic  traffic  in- 
fonnation  is  displayed  in  Table  1  and  Figure  1 ;  the  firat 
shows  state-to-state  origin  destination  flows  of  freight 
traffic  within  the  Region  and  flows  between  the  Region 
and  other  geographic  areas  in  the  Nation.  Figure  1  is  a 
density  map  displaying  traffic  volumes  on  the  major 
routes  in  the  Region. 

The  Region  is  dominated  by  three  carriers :  the  bank¬ 
rupt  Penn  Central  (PC)  with  35  percent  of  the  ton 
miles  and  36  percent  of  the  revenue ;  the  solvent  Chessie 
System  (Baltimore  &  Ohio/Chesapeake  &  Ohio/TN^est- 
ern  Maryland)  with  26  percent  of  the  Region’s  ton- 
miles  and  23  percent  of  revenue  and  the  solvent  Norfolk 
&  Western  (N&W)  with  21  percent  of  the  ton  miles 
and  17.5  percent  of  the  revenue.  Table  2  shows  the  1973 
freight  revenues  and  ton-miles  for  all  carriers  in  the 
Eastern  District. 

PC  has  the  most  extensive  network  in  the  Region, 
with  direct  service  between  every  traffic  producing  or 
recei\dng  are-a  except  the  West  Virginia  coal  fields.  It 
is  the  only  carrier  in  the  Region  providing  single  line 
service  between  all  the  major  eastern  seaboard  cities 
and  major  points  in  the  remainder  of  the  Region. 
Though  largely  debilitated  today,  it  usually  enjoys  the 
shortest  and  often  the  best  engineered  rente  between 
the  Redon’s  primary  traffic  points.  This  market  domi¬ 
nance  and  potential  for  operating  and  service  gains  led 
Chessie  and  N&W  to  commence  negotiations  toward  a 
merger  of  their  own,  an  effort  which  perhaps  partly  be¬ 
cause  of  the  collapse  of  PC  never  has  been  consum¬ 
mated. 

The  major  solvent  carriers,  Chessie  and  N&W, 
have  somewhat  similar  characteristics.  Both  have  a 
strong  base  in  the  West  Virginia  coal  fields  and  a  manu¬ 
factured  and  miscellaneous  traffic  base  concentrated  in 
Ohio,  Indiana,  Illinois  and  Michigan.  N&W  ends  in 
the  east  at  Buffalo  and  Connellsville  (just  east  of  Pitts¬ 
burgh),  while  the  Chessie’s  eastern  terminal  is  at  Phila¬ 
delphia.  Beyond  these  eastern  terminals,  both  carriers 
rely  on  either  potential  ConRail  carriers  or  upon  reor- 
ganizable  bankrupts  to  provide  access  to  important  sea¬ 
board  points. 

The  fourth  largest  railroad  in  the  Region  is  the  Erie 
Lackawanna  (EL)  with  5.8  percent  of  the  ton  miles 
and  5.6  percent  of  the  revwiue.  EL  is  a  major  east-west 
trunk  line,  providing  single  carrier  service  fi-om  New¬ 
ark  to  Buffalo,  Cleveland  and  Chicago.  Its  route  struc¬ 
ture  both  complements  and  competes  with  the  solvent 
larriers  in  the  Region.  It  can  bypass  Chessie  and  N&W 
for  traffic  to  Chicago  destined  to  western  connections 
but  works  with  them  (especially  N&W)  for  traffic 
destined  to  points  such  as  Detroit  and  St.  Louis.  At  the 
dast  end,  it  is  dependent  on  smaller  roads  for  access  to 
Philadelphia  and  Boston. 

These  four  carriers  account  for  over  85  percent  of 


Table  2. — Freight  Revenues  and  Ton-Miles,  Eastern  District 
Class  I  Railroads,  1973 


•  Eastern  District  railroad 

(In 

thousands) 
(Acet.  101) 
freight 
revenue 

Percent 

of 

total 

(In 

millions) 

(Acct606) 

revenue 

ton-miles 

Peroent 

of 

total 

Akron,  Canton,  and  Youngstown  (Nff) 

8,659 

.19 

293 

.12 

Ann  Arbor . . . 

10,237 

.22 

616 

.25 

Baltimore  and  Ohio  (Chessie  System).. 

532,882 

11.56 

28,896 

11.79 

Bangor  and  Aroostook . 

13,547 

.29 

488 

.20 

Bessemer  and  Lake  Erie . 

5a095 

1.09 

2,596 

L06 

Boston  and  Maine . 

67,956 

1.47 

5  74fl 

1 

Canadian  Pacific . 

9,230 

.20 

514 

.21 

Central  of  New  Jersey . 

26,701 

.58 

644 

.26 

Central  Vermont . 

8,901 

.19 

334 

.14 

Chesapeake  and  Ohio  (Chessie  System) 

467,811 

10.15 

29,456 

12.02 

Chicago  and  Eastern  Illinois . 

43,687 

.95 

2,988 

1.22 

Delaware  and  Hudson . 

43,277 

.94 

2,577 

1.06 

Detroit  and  Toledo  Shore  Line . 

8,621 

.19 

261 

.ii 

Detroit,  Toledo  and  Ironton . 

42,439 

.92 

1,454 

.59 

Elgin,  Joliet  and  Eastern . 

56,333 

1.22 

1,049 

.43 

Erie  Lackawanna . 

256,862 

5.57 

14,206 

5.80 

Grand  Trunk  Western . 

104, 138 

2.26 

3,276 

1.34 

Illinois  Terminal  Co . _ 

12,727 

.28 

482 

.20 

Lehigh  Valley . 

56,178 

1.22 

3,231 

1.32 

Long  Island . 

8,570 

.19 

38 

.02 

Maine  Central . 

29,419 

.64 

946 

.39 

Missouri-minols . 

6,843 

.15 

266 

.11 

Monongahela . 

7,386 

.16 

399 

.16 

Norfolk  and  Western . 

808,753 

.  17.55 

51, 610 

21.06 

Penn  Central . . . 

1,702,876 

36,95 

86,061 

35.12 

Pennsylvania- Reading  Seashore  Lines.. 

8,310 

.18 

124 

.06 

Pittsburgh  and  Lake  Erie . 

39,082 

.85 

1,389 

.57 

Reading . 

10%  841 

2.19 

8,749 

1.53 

Riclunond,  Fredericksburg  and  Po- 

tomac . 

26,021 

.56 

1,232 

.50 

Western  Maryland  (Chessie System).... 

50,811 

1. 10 

3,097 

1.26 

Total . 

4,609,193 

10%  00 

245,023 

loaoo 

Source:  87th  Annual  Report  on  Transportation  Statistics  in  the  United  States  for 
the  year  ended  Dec.  31,  1973,  by  the  Interstate  Conunerce  Commission.  The 
percentages  shown  are  for  the  Eastern  District  as  defined  by  ICC.  For  data  purposes, 
this  Is  the  closest  approximation  to  the  region. 

the  Region’s  ton  miles.  No  other  carrier  has  over  2  per¬ 
cent  of  the  ton  miles  in  this  market,  but  this  fact  un¬ 
derstates  their  importance.  Many  serve  either  as  major 
feeders  to  the  dominant  trunk  line  systems'or  as  key  con¬ 
necting  routes. 

Each  of  the  following  railroads,  as  indicated  earlier 
in  the  Plan,  are  railroads  in  reorganization.  The  Cen¬ 
tral  of  New  Jersey  (CNJ)  is  a  major  terminal  opera¬ 
tion  in  the  Newark  metropolitan  area  and  into  Southern 
New  Jersey;  it  feeds  traffic  to  the  Chessie  System  in 
conjunction  with  the  Reading  and  also  to  the  Lehigh 
Valley,  EL  and  PC. 

The  Reading  (RDG)  is  a  major  originator  and  ter¬ 
minator  of  traffic  in  Eastern  Pennsylvania  and  provides 
a  feeder  service  to  Chessie  at  Park  Junction  (Phila¬ 
delphia)  for  north-south  traffic  and  at  Lurgan,  Penn¬ 
sylvania  for  east- west  traffic. 

The  I.(ehigh  Valley  (LV)  has  terminal  operations  in 
the  Newark  area,  is  a  strong  carrier  in  the  Allentown- 
Bethlehem  market  and  offere  a  trunk  line  service  from 
the  eastern  seaboard  to  Buffalo.  It  provides  N&W  with 
access  into  the  Allentown  and  Newark  markets.  In 
addition,  its  route  ibetween  Allentown  and  Wilkes-Barre 
is  a  key  link  in  the  competitive  alternative  to  PC  for 
traffic  to  and  from  New  England  and  the  South. 
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The  Ann  ArlK>r  (AA)  of»erates  irom  Toledo  to 
Frankfort,  Michigan,  at  wliioh  ix)int  it  has  car  ferry 
service  across  I^ke  MiehigHii.  It  liandles  very  modest 
overhead  traffic  jdus  some  hical  industry  traffic. 

The  Class  II  Lehigh  and  Hudson  River  (LHR)  has 
very  little  traffic  today,  but  once  was  ar  important  link 
between  the  former  New  Haven  on  tlie  east  and  the 
major  trunk  line  carriei*s  (EL,  LV  and  former  Penn¬ 
sylvania  Railroad)  on  the  west. 

The  smaller,  profitable  railroads  that  are  not  candi¬ 
dates  for  inclusion  in  ConRail  also  are  diverse.  Dela¬ 
ware  &  Hudson  (D&H)  is  an  important  bridge  carrier 
linking  the  Boston  &  Maine  with  Eli  for  east-west 
traffic  and  LV  with  B&M  for  traffic  between  New  Eng¬ 
land  and  the  South.  D&H’s  line  into  Montreal  pro¬ 
vides  a  competitive  route  to  PC’s  Montreal  line.  The 
reorgan izable  Boston  &  Maine  (BAM),  the  only  com¬ 
petitor  to  PC  in  the  Boston  metropolitan  area,  is  also 
an  important  overhead  carrier  for  traffic  from  north¬ 
ern  New  England  to  the  west.  Tlie  solvent  Maine 
Central  (MEC)  and  Bangor  &  Aroostook  (BAR)  rail¬ 
roads  perform  gathering  services  in  Nort  hern  New  Eng¬ 
land,  feeding  traffic  to  the  B&M  or  the  Canadian  rail¬ 
roads  (through  their  subsidiaries)  for  movement  west. 

The  major  Canadian  railroads  have  lines  into  North¬ 
ern  New  England.  The  Canadian  National’s  subsidiary. 
Central  of  Vermont  (CV),  forms  a  through  link  with 
PC  from  New  Yoric  to  Montreal  and  provides  a  cen¬ 
tral  artery  for  Vermont  commerce.  The  Canadian  Pa¬ 
cific  (CP)  line  connects  with  B&M  at  Wells  River, 
Vermont,  and  affords  ah  alternate  north-south  route  for 
Montreal  and  other  Canadian  points. 

There  are  six  other  important  solvent  carriers  in  the 
Region.  The  Richmond,  Fredericksburg  &  Potomac 
(RF&P)  is  a  link  between  the  Seaboard  Coast  Line 
Railroad  (SCL)  at  Richmond  and  Chossie  and  PC  at 
the  Potomac  Yard  (Alexandria,  Virginia)  Gateway. 
The  Pittsburgh  &  Lake  Erie  (P&LE)  serves  the  steel 
industry  in  the  Pittsburgh-Youngstown  area ;  it  is  also 
utilized  by  the  Chessie  System  for  the  movement  of  a 
large  portion  of  its  east-west  through  traffic  under  a 
trackage  rights  agreement. 

The  Detroit,  Toledo  &  Ironton  (DT&I),  a  north- 
south  carrier  from  Detroit  to  Ironton,  Ohio,  is  an  origi¬ 
nator  and  terminator  of  steel,  automobile  and  auto¬ 
mobile  parts  traffic, and  as  such  feeds  the  major  trunk 
lines  in  the  Region.  DT&I  also  handles  significant 
amounts  of  northbound  coal.  Grand  Trunk  Western 
(GTW),  a  subsidiary  of  Canadian  National,  is  a  major 
automobile  and  automobile  parts  carrier  and  provides 
its  parent  company  with  access  to  the  Chicago  market 
for  movements  of  east- west  traffic. 

The  Bessemer  &  Lake  Erie  and  the  Elgin,  Joliet 
&  Eastern  are  both  owned  by  U.S.  Steel  and  are  pri¬ 
marily  haulers  of  coal  and  ore  and  finished  steel  prod¬ 
ucts.  The  former  operates  from  Lake  Erie  (Conneaut, 


Ohio)  to  the  Pittsburgh  area,  the  latter  from  Porter, 
Ind.,  west  around  Chicago  to  Waukegan,  Ill. 

Though  these  carriers  are  not  important  in  overall 
regional  statistics,  their  merger  in  one  fashion  or 
another  Avith  other  carriers  could  change  significantly 
the  competitive  balance  in  tlu'  Region.  For  example, 
if  B&M  had  not  been  declared  leorgan izable  and  be¬ 
come  a  part  of  ConRail,  New  England  wmuld  have  been 
left  without  any  rail  cmnpotition,  and  the  D&H  and 
EL  potent iallj’  Avould  have  hi^ea  denied  a  substantial 
portion  of  their  traffic  htkso.  Wlien  these  smaller  car¬ 
riers  undergo  structural  changes,  therefore,  ripple  ef¬ 
fects  go  well  beyond  their  own  boundaries.  For  this 
reason,  there  is  great  concern  about  what  actions  USRA 
takes  regarding  the  smaller  bankrupt  carrieis  which 
could  become  part  of  the  reorgjinized  system. 

It  is  important  to  realize  that  USRA  can  make  only 
recommendations  concerning  the  reorganizable  and  sol¬ 
vent  carriers  in  tlie  Region.  Its  power  to  change  stnic- 
ture  is  limited  to  the  bankrupt  carriers  which  are  po¬ 
tential  ConRail  partners.  Those  carriei’s^  again,  ar^ 
Penn  Central  (PC) ,  Erie  Lackwawanna  (EL) ,  the  Cen  - 
tral  of  New  Jersey  (CNJ),tl»e  Reading  (RDG)  and  th ' 
Lehigh  Valley  (LV),  plus  the  smaller  Lehigh  &  Hudson 
River  (LHR)  and  the  Ann  Arbor  (AA). 

USRA’s  Approach  to  the  Structure  Decision^ 

Starting  iioints  for  analysis  of  the  liest  structure  for 
the  Region  are  the  goals  of  the  Act.  Sections  101  and 
206  indicate  that  the  major  aims  are : 

•  Adequate  and  efficient  rail  transportation. 

•  Minimum  cost  to  the  general  taxpayer. 

•  A  financially  self-sustaining  .system. 

•  Adequate  comi)etition. 

•  Preservation  to  the  extent  consistent  Avith  other 
goals  of  existing  service  patterns  in  the  Region. 

•  When  basic  operational  alternatiTes  were  beiug  developed  and 
studied,  Erie  Lackawanna,  having  been  declared  reorganizable,  was  not 
a  potential  ConKail  corrier.  Througbevt.tbc  analysis,  special  consider¬ 
ation  was  given  EL  beeanse  of  its  ninrp^ual  financial  condition  and  its 
Importaace  as  a  major  carrier  ou  tbe  eastern  seaboard.  No  data  pre¬ 
sented  In  the  discussion  ot  the  original  options,  however,  reflects  inclu¬ 
sion  of  EL,  e.jr.,  the  financial  resmHs  for  ('ooRail  North  and  South  as¬ 
sumed  It  would  be  an  independent  carrier. 

EL's  subsequent  financial  problems  and  its  petition  to  be  included  in 
the  USRA  planning  process  had  a  major  impact  on  plans  for  the 
various  industry  structures.  The  fluandal  implications  of  EL  inclusion 
in  the  various  alternatives  are  not  available.  Significant  information 
on  the  competitive  rainifleatlons  of  its  inclusion  bad  been  developed, 
however,  which  examined  the  role  of  EL  ns  a  competitive  alternative  for 
the  east-WHit  traSc  and  Its  relationship  to  otlior  carriers  such  ?j8  the 
Delaware  &  Iludaon  and  Boston  &  Maine. 

Industry  structure  recommendations  assume  that  EL  Is  part  of  the 
planning  process  and  that  USB. 4  must  make  specific  recommendations 
concerning  the  dlspoKltlon  of  its  property.  For  example,  it  Is  assurae^i 
that  ConRail  will  obtain  the  EL  routes  west  of  Hornell,  New  York. 
The  precise  means  of  transferring  EL  assets,  whether  under  the  Region.'’ I 
Rail  Reorganization  Act  of  1973  or  tlirough  liquidation,  must  await 
final  legislative  action.  Tlie  USRA  board  has  recommended  to  Congre*-! 
that  the  Act  be  amended  to  make  EL  a  railroad  in  reorganization,  therebj- 
extending  the  benefits  of  labor  protection  provisions  and  accelerated 
procedures  for  disposing  of  deficit  lines  and  transfer  of  other  routes  to 
other  carriers.  If  the  Act  Is  so  amendeil,  the  transfer  of  EL  assets  In 
reorganisation  would  come  under  Its  mandatory  provisions. 
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The  Assocation  has  considered  service  routes  through¬ 
out  the  Region,  but  a  primary  focus  must  be  on  the  area 
east  of  Pittsburgh  and  Buffalo.  The  extensive  services 
of  the  solvent  carriers  west  of  this  area  assure  continued 
competitive  services.  It  is  in  the  East  that  amalgama¬ 
tion  of  the  bankrupt  carriers  can  occur  and  this  could 
deny  both  N&W  and  Chessie  access  to  competitive  mar¬ 
kets  they  now  enjoy.  Althougli  market  protection  might 
be  maintained  through  open  junctions.  N&W  and 
Chessie  would  have  no  independent  traffic  base.  Con- 
Rail  would  have  the  capability  of  denying  traffic  to 
those  solvent  railroads.  Such  a  decision  would  be  irre¬ 
vocable;  once  the  physical  amalgamations  are  made,  it 
would  be  very  costly  to  reverse  events. 

Given  the  size  and  complexity  of  the  rail  network  in 
the  Region,  there  was  a  great  variety  of  possibilities  for 
restructuring  services.  To  organize  USRA  discussion 
and  analysis  and  to  provide  the  basis  for  public  dis¬ 
cussion,  the  Association  first  defined  several  concepts  for 
reorganization  of  carrier  in  the  Region.  USRA  then 
prepared  specific  networks  under  each  of  these  concepts. 
This  second  step  permitted  quantitative  analysis  of  the 
alternative  structures. 

The  structure  concepts  mere  stated  in  the  foi'm  of  the 
foUovying  hypotheses  to  he  tested.  Many  are  necessaHly 
mutually  exclusive. 

•  Merger  of  all  the  bankrupts  should  produce  the 
most  efficient  systwn  possible  under  the  existing  law. 

•  Merger  of  all  the  banknipts  would  result  in  a  mo¬ 
nopolistic  system  on  the  eastern  seaboard.  Competition 
is  vital  for  efficient  railroad  operations  and  good  service 
to  shippers.  Therefore  a  means  must  be  found  for  main¬ 
taining  adequate  competition  and  existing  patterns  of 
traffic,  to  the  extent  possible. 

•  The  really  significant  problems  of  the  Region’s  rail 
carriers  lie  along  the  eastern  seaboard,  where  there  is 
the  greatest  duplication,  level  of  passenger  losses  and 
potential  problems  from  merger  of  the  bankrupt  car¬ 
riers.  Therefore,  the  eastern  sealxwird  should  be  split  off 
and  dealt  with  as  a  separate  entity,  possibly  allowing 
the  Penn  Central  lines  in  the  midwestern  portion  of  the 
Region  to  be  reorganized  conventionally. 

•  The  Penn  Central  merger  was  a  mistake  to  start 
with.  Size  does  not  produce  significant  efficiencies,  and 
both  present  and  future  rail  needs  in  the  Region  could 
be  met  more  effectively  by  splitting  up  the  present  Penn 
Central  and  forming  two  smaller  systems. 

•  There  is  no  opportunity  for  a  private  sector  solu- 
tiwi  unless  maximum  efficiency  in  the  rail  system  is 
achieved.  Given  the  pen’asiveness  of  intennodal  com¬ 
petition,  there  is  no  reason  for  continued  rail/rail  com¬ 
petition,  and  the  Region  would  be  better  served  if  a 
single  monopoly  encompassing  both  the  bankrupts  and 
the  solvent  carriers  were  created. 

•  The  bankrupt  carriers  have  been  economic  failures 
and  rail  efficiency  would  be  best  served  if.  the  preset 


operations  were  liquidated  and  absorbed  by  other  car¬ 
riers — either  those  within  or  outside  the  Regirni. 

•  The  basic  problem  of  rail  carriers  is  not  in  their 
operating  pattern  but  rather  in  their  financial  organiza¬ 
tion.  Except  for  pipelines,  rail  carriers  are  the  only 
mode  I’espcmsible  for  both  operations  and  for  their  fixed 
plants.  The  separa'tion  of  operations  and  fixed  plant  has 
been  successful  for  other  transportation  modes  and 
should  be  considered  as  an  alternative  for  reorganiza¬ 
tion  of  rail  carriers  in  the  Region. 

Once  these  concepts  were  defined  for  discussion  and 
analysis,  USRA  staff  considered  several  specific  oper¬ 
ating  plans  for  each  concept.  For  example,  under  the 
premise  that  the  problem  basically  lies  along  the  ea^rn 
seaboard,  the  next  issue  was  what  constituted  the  east¬ 
ern  seaboard — east  of  Buffalo  and  Pittsburgh  or  an  area 
roughly  comparable  in  scope  with  tlic  Northeast  Cor¬ 
ridor  definition  (Boston  to  Washington  and  out  to 
Harrisburg  and  Albany)  ? 

In  this  case,  it  was  determined  that  passenger  activity, 
potential  mergers  and  originations  and  terminations 
of  traffic  were  concentrated  heavuly  along  the  east¬ 
ern  seaboard,  with  relatively  little  activity  between 
such  points  as  Harrisburg  and  Pittsburgh  and  Albany 
and  Buffalo.  Simply  stated,  if  there  was  an  east  coast 
problem  at  all,  it  appeared  that  it  had  to  be  in  Newark, 
New  York,  Philadelphia  and  similar  points  and  not  in 
Altoona,  Syracuse  or  Rochester.  Therefore,  the  opera¬ 
tional  plan  studies  involved  a  split  at  Selkirk  (Albany) 
and  Enola  (Harrisburg). 

One  operating  plan  representing  each  concept  was 
then  chosen  for  detailed  analysis.  This  process  was  a 
starting  point  and  did  not  necessarily  eliminate  other 
operating  arrangements  for  ultimate  study;  rather,  it 
was  recognized  that,  through  the  analytical  process, 
further  modifications  might  bo  made  or  a  specific  struc¬ 
ture  might  be  rejected  entirely. 

During  this  review  process,  two  original  concepts 
also  were  dropped  from  consideration.  The  idea  of  a 
regional  monopoly,  involving  merger  of  all  the  bank¬ 
rupts  and  solvents  into  a  single  carrier  in  the  Region 
was  so  contradictory  to  the  intent  of  the  law  and  poten¬ 
tially  so  difficult  to  achieve  (Chessie  and  N&W  having 
indicated  no  desire  to  want  to  withdraw  from  the  rail¬ 
road  business)  that  it  did  not  merit  detailed  analysis. 
Similarly,  the  lack  of  interest  by  either  N&W,  Chessie 
or  other  carriers  in  acquiring  large  portions  of  the 
bankrupt  system  led  USRA  to  conclude  that  a  detailed 
analysis  of  this  solution  should  not  be  undertaken.® 

This  process  of  redefinition,  discussion  and  judgment 
•whittled  the  more  than  10  initial  operating  options 
down  to  four  operating  alternatives  and  one  non¬ 
operating  alternative.  They  are : 

*Thi8  initial  Judgment  proved  to  be  In  «rror  and  in  fact,  studies 
inlUated  on  a  limited  basis  to  consider  this  concept. 
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•  ConRail  I  (merger  of  all  the  bankrupt  carriers). 

•  CmiKail  I/Neutral  Terminal  Comi^nies  (merger 
of  all  the  bankrupt  carriers  but  allowing  solvent  car¬ 
riers  access  to  key  east  coast  mai-kets). 

•  ConRail  East  and  West  (organizing  an  eastern 
seaboard  regional  system  with  boundaries  at  Albany 
and  Harrisburg  and  Washington  and  a  western  sys¬ 
tem  consisting  primarily  of  the  Penn  Central  lines 
either  reorganized  conventionally  or  as  a  separate  Con¬ 
Rail  entity). 

•  ConRail  North  and  ConRail  South  (the  unmerg¬ 
ing  of  the  Penn  Central  into  a  mainline  route  structure 
closely  following  that  of  the  former  New  York  Central 
and  the  foniier  Pennsylvania  Railroad,  with  the  small¬ 
er  bankrupts  going  to  either  tlie  North  System  or  the 
South  System). 

•  C/onFac,  the  Consolidated  Facilities  Corporation 
(a  separate  corporation  to  hold  assets  for  ConRail, 
thereby  concentrating  the  government  role  on  the  fixed 
plant  of  the  bankrupt  carriers) . 

Assessing  the  Alternatives 

A  detailed  description  of  the  four  alternatives  is 
presented  in  Appendix  C.  ConFac  as  a  concept  is  de- 
scribetl  at  the  end  of  this  cliai>ter.  The  following 
briefly  summarizes  each  alternative  and  describes 
USRA’s  conclusion  regarding  how  well  each  structure 
served  the  goals  of  the  Act. 

ConRftH.  /  contemplates  merger  into  one  restructured 
entity  followed  by  rehabilitation.®  As  originally  en¬ 
visioned,  this  option  should  have  resulted  in  the  maxi¬ 
mum  reduction  in  duplicate  facilities  and  solved  the 
most  ci  itical  pioblem  of  finding  the  money  and  mate¬ 
rial  to  rebuild  the'  fixed  plant  of  the  bankrupt  carriers. 
It  was  presumed  this  optimi  also  offered  the  greatest 
opportimity  for  increased  efficiency  a!id  use  of  equip¬ 
ment,  and  therefore  greater  pi-oductivity,  of  owned 
equipment  and  decreased  rents  for  care  owned  by  other 
railroads, 

ConRail  I  did  not  demoiisti-ate  sufficient  financial  re¬ 
sults  to  enable  USRA  to  ignore  the  potential  for  fur¬ 
ther  regional  problems  it  engendered.  The  creation  of  a 
monopoly  of  traffic  in  Eastern  New  York,  Pennsylvania 
and  New  .Jersey  could  cause  increasing  deterioration 
of  the  traffic  base  of  the  major  solvents  after  several 
years.  Potentialh’,  an  increasing  monopoly  would  be 
established.  Clearly,  the  ix)sition  of  New  England  car¬ 
riers  would  l)e  woisened  with  the  inclusion  of  EL.  Only 
the  most  SSI ngiiine  financial  forecasts,  coupled  with  other 
techniques  of  competitive  protection,  justified  this  step. 

The  ConRail  I /Neutral  Terminal  Company  structure 
originally  was  pi-opose<l  to  assure  continued  comi^etition 
in  certain  key  mai  kets  along  the  eastern  sealmard  with- 

•  The  oriRiiial  concept  studied  did  not  include  the  Erie  I.ackawanna. 
The  study  would  hare  included  BL  had  EL  not  been  declared  reorganiz- 
nhle  at  the  time. 


out  the  attendant  duplication  of  facilities  and  opera¬ 
tions  which  would  result  otherwise.  This  altemativo 
UTis  tobe  fonned  in  the  same  manner  as  outlined  above, 
except  that  neutral  terminal  companies  would  he  set 
up  in  the  Newark/New  York  area,  in  the  Philadelphia 
metroimlitan  area  and  ixiriiajis  in  the  Allentown  area. 

As  envisioned,  tliesc  terminal  companies  would  lie 
jointly-owned  subsidiaries  of  tlie  line  haul  carriers, 
serving  the  marlrets  to  assure  service  to  all  line  haul 
operators  to  the  extent  possible^  The  operating  pattern 
studied  would  have  had  Chessie  with  access  to  Phila¬ 
delphia  and  either  N&W  or  Ches,sie  with  access  into  the 
Newark  area. 

The  Association  concluded  that  the  basic  objective 
of  the  ConRail  I/Neiitral  Terminal  Comi>any  option — 
that  of  maintaining  com|)etition  in  important  markets 
while  minimizing  the  duplication  of  mainlines,  terminal 
facilities  and  operations — provided  a  start  toward  a 
ix»s.sible  i-esolution  of  the  structure  problem.  The  Asso¬ 
ciation  believes,  however,  that  the  precise  operational 
plan  outlined  would  require  substantial  rerision  in  light 
of  the  Erie  Ijackawanna  situation,  and  is  reluctant  to 
create  new  institutions  which  would  be  a  barrier  to  the 
efficient  functioning  of  the  line  haul  carrier.  Finally, 
this  modest  separation  of  an  acknowledged  problem  did 
little  to  solve  it,  merely  dividing  its  cost, 

ConRail  East  and  West  alternative  originally  en- 
risioiicd  ConRail  East  organized  as  a  major  terminal 
district  operation  in  the  area  east  of  Alliany  and  Harris¬ 
burg.  ConRail  would  provide  all  switching  services  for 
care  (M-iginating  and  terminating  in  the  area  and  then  ' 
•provide  line  haul  service  to  the  major  interchange 
I>oints  of  Selkirk  (Albany),  AllcntoAvn,  Enola  (Harris¬ 
burg)  and  Potomac  Yard  (Alexandria,  Va.).  Tl^ile 
ConRail  East  would  be  a  monopoly’,  the.  connecting 
■  seiu'ices  at  these  gateways  would  provide  competitive 
service  for  all  long  haul  traffic.  ConRail  West  would  be  a 
separate  entity  both  inanagerially  and  operationally 
and  would  consist  of  the  Penn  Central  main  lines  w’est 
plus  appropriate  parts  of  the  Ann  Arbor. 

The  essential  premise  of  the  ConRail  East  alteniative 
was  based  on  the  probaliility  that  the  separation  would 
isolate  tlie  losing  operations  surrounding  tlie  terminals 
on  the  eastern  seaboard,  permitting  unique  solutions  for 
these  problems.  Simultaneously,  the  western  operations 
would  liecome  intrinsically  more  profitable  and  capable 
of  future  success.  Analysis  of  these  assumptions,  how- 
c\'er,  proved  them  inaccurate  or  fraught  with  poten¬ 
tially  wider  dangers. 

First,  it  does  not  app*ar  that  there  are  unique  solu¬ 
tions  for  the  eastern  teniiinal  oiierations;  severing  sig¬ 
nificant  aspects  of  the  raili*oads  operations  more  likely 
would  jjerpetuate  the  piT>blem.  The  need  to  remedy 
ine.ffidench«  in  archaic  yard  operations  or  delivery  pat¬ 
terns  ivould  have  to  be  rein  forced  with  an  economic 
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incentive,  missing:  if  the  operations  were  isolated.  Sec¬ 
ond,  this  fear  is  i-einforced  if  the  suggestion,  is  followed 
to  make  this  area  permanently  government-supported. 
Tliere  is  no  evidence  that  subsidies  will  be  temporaiy. 

Third,  the  possibility  of  raising  rates  to  cover  costa 
might  limit  losses  (even  though  not  solving  basie  cost, 
])roblems) ;  however,  it  could  ensure  permanent  high- 
cost  operations  in  these  areas.  This  could  stimulate  the 
ndocation  of  present  industry  or  deter  new  industry, 
both  undesirable  for  the  economic  well-being  of  these 
areas.  Finally,  the  thought  that  potential  government 
“nationalization”  is  contained  by  this  maneuver  is 
serious.  Any  permanently  government-suppoited  entity 
in  the  industry  holds  potential  for  expansion  or  a  con¬ 
venient  vehicle  to  escape  problem  solution. 

Problems  with  the  eastern  terminal  concept  would 
Ihj  more  palatable  if  the  western  company  clearly 
showed  less  of  a  tendency  to  fail  financially  than  under 
other  alternatives.  The  Associati(Mi’s  estimate  of  in* 
creased  costs  of  the  interface  between  east-west  opera¬ 
tions  and  added  investmwit  in  rolling  stock  comlaned 
to  make  the  western  company  slightly  less  profitable,  in 
forecasts,  than  ConRail  I.  Therefore,  the  USRA  found 
this  alternative  unsuitable  for  reaching  the  Act’s  goals. 

The  ConRail  North  aiid  ConRail  Sotith  alternative 
involved  unmerging  the  Penn  Central  system.  Many 
})rofessionals  and  laymen  believe  the  Penn  Central 
merger  was  a  mistake  and  that  many  of  the  carrier’s 
difficulties  can  be  ascribed  to  its  size.  This  alternative 
w'ould  divide  Penn  Central  into  two  firms  with  route 
st  ructures  roughly  following  the  mainlines  of  the  pre- 
merger  Pennsylvania  and  New  York  Central  railroads. 
The  smaller  bankrupts  then  would  be  merged  into  one 
of  the  two  systems.  The  operational  plans  studied  as¬ 
sumed  that  RDG  w’ould  be  merged  with  ConRail  South 
and  that  CNJ,  LV,  LHR  and  AA  woidd  be  merged 
with  ConRail  North.  The  former  New  Haven  properties 
also  would  go  to  ConRail  North. 


The  Association  rejected  the  proposed  split  on  the 
grounds  that  its  benefits  are  more  illusory  than  real  and 
would  be  obtained  over  the  long-term  only  in  the  event 
that  more  extensive  mergers  were  a  factor.  Financially, 
the  North-South  companies  would  incur  sufficient  added 
cost  and  require  so  much  added  capital  that,  rather 
than  reducing  the  risk  of  possible  future  failure  (i.c., 
one  company  failing  out  of  two),  they  doubled  the  risk 
by  both  being  so  unw’orkable.  Furthermore,  the  man¬ 
agement  requirements  of  disaggregation,  combined  with 
the  already  critical  rebuilding  needs,  made  the  pros¬ 
pects  of  execution  slim  at  best. 

Recommended  Structure  for  the  Region 

Although  none  of  the  alternatives  discussed  were 
totally  satisfactory,  the  ConRail  I/Neutral  Terminal 
Company  seemed  to  have  more  elements  of  a  solution 
than  any  other.  The  principles  embodied  in  that  alterna¬ 
tive  were  the  starting  point  for  the  recommended  solu- 
timi.  They  are  that : 

•  The  major  markets  on  the  eastern  seaboard  must 
have  competitive  rail  services,  preferably  provided  by 
not  more  than  two  carriers. 

•  Duplicative  plant  and  terminal  facilities  must  be 
minimized;  joint  trackage  and  joint  yard  operations 
are  therefore  essential. 

•  Competition  will  be  best  served  if  the  strong  solvent 
carriers  are  brought  into  the  majm*  markets  requiring 
comi)etition,  rather  than  building  separate  feeder 
systems. 

Working  from  these  fundamental  objectives,  what 
evolved  was  a  “Three-Carrier  System”  operating  struc¬ 
ture.  (See  color  fold-in  map  at  back.)  The  USRA  rec¬ 
ommended  regional  system  is: 

•  ConRail  consisting  of  the  present  PC  and  tlie  RDG 
(less  the  Philadelphia  and  Allentown  markets) ;  LV 
from  Newark  to  Waverly,  New  York;  CNJ ;  the  Penn¬ 
sylvania  Reading  Seashore  Lines ;  LHR  and  AA. 


FINANCIAL  ANALYSIS  OF  THE  EAST-WEST  ALTERNATIVE 


•  The  financial  and  operational  analysis  of  the  east- 
west  solution  disclosed  that  the  two  companies  com- 
Inned,  in  relation  to  ConRail  I,  would  require  6,000 
more  freif^it  care  costing  $110  million,  1,900  to  2,700 
more  eniployees  and  approximately  one  percent  more 
nxid  ajnl  track  miles. 

•  This  option,  compared  to  ConRail  I,  would  sacri¬ 
fice  the  ability  to  divert  traffic  to  longhaid,  be  exposed 
to  a  loss  of  significant  interchange  traffic  and  cost  $69 
nrillion  per  year  in  increased  trensportation,  car  hire 
and  general  expenses. 

•  An  estimated  $80  million  additional  transportation 
expeHoe  wmdd  be  incurred  during  the  first  five  years 


while  the  system  was  being  split  into  east  and  west 
portions. 

•  These  factors  resulted  in  the  east-west  option  re¬ 
quiring  at  least  an  estimated  $1  billion  more  govern¬ 
ment-guaranteed  financing  than  ConRail  I.  The  amount 
would  depend  upon  ability  to  raise  nonguaranteed  pri¬ 
vate  sector  equipment  financing. 

Tlio  costs  mentioned  alxivo,  plus  intei'est  on  the  addi¬ 
tional  borrowings,  restrained  the  east-west  option  from 
a  break-even  combined  net  income  before  1985.  The  east 
portion  remained  a  large  loss  operation  throughout  tlic 
ten-year  forecast  period.  West  w’as  profitable,  but  its 
profits  were  lees  than  those  of  ConRail  I. 
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FINANCIAL  ANALYSIS  OF  THE  NORTH-SOUTH  ALTERNATIVE 


•  The  fiiiancial  and  operational  analysis  of  the  north- 
south  solution  disclosed  that  the  two  companies  com¬ 
bined,  in  relation  to  ConRail  I,  would  require  5,000 
more  freight  cars  costing  $95  million,  1,900  to  3,500 
more  employees  and  approximately  two  percent  more 
road  and  track  miles. 

•  Costs  would  increase  by  $49  million  per  year  in  the 
transportation,  car  hire  and  general  and  administra¬ 
tive  expense  categories  combined. 

•  An  additional  estimated  $132  million  in  transpor¬ 
tation  exi>ense  would  be  incuri'ed  during  the  fii*st  five 
years  while  the  system  was  being  split  into  two  sepa¬ 
rate  companies. 


•  These  factore  resulted  in  the  north-south  option, 
requiring  more  than  $1.0  billion  in  government-guar¬ 
anteed  financing  in  excess  of  ConRail  I.  The  exact 
amount  would  depend  on  the  ability  of  the  companies 
to  secure  non-guaranteed  private  sector  equipment 
financing. 

The  costs  mentioned  above,  plus  interest  on  the  addi¬ 
tional  borrowings,  restrained  the  north-south  option 
from  reaching  a  combined  net  income  in  the  ten-year 
forecast  period.  Although  north  had  a  small  profit  in 
1985,  it  was  more  than  offset  by  south’s  loss. 


•  N«&W  operation  of  the  present  EL  from  Buffalo 
into  Newark,  NJ^.,  via  Binghamton',  New  York.  This 
operation  can  be  accomplished  either  through  direct 
transfer  to  N&W  or  an  N&W  subsidiary.  The  system 
would  i-esult  in  N&W,  D&H  and  B&M  offering  a  com¬ 
petitive  alternative  to  ConRail  across  the  northern  tier 
of  the  Region.  Certain  other  adjustments  in  routes  and 
traffic  are  possible  around  this  concept. 

•  Extension  of  Chessie  via  the  present  RDG  line 
through  Harrisburg  to  the  Philadelphia  and  Allentown 
markets.  Chessie  should  assume  direct  responsibility  for 
handling  the  present  RDG  traffic  in  Philadelphia; 
Allentown  would  be  open  to  Chessie  and  ConRail.  As 
the  present  RDG  route  from  Harrisburg  to  Allentown 
would  also  be  a  main  ConRail  route,  it  is  anticipated 
that  Chessie’s  access  would  be  over  trackage  rights, 
with  ConRail  performing  the  switching  services  at 
intermediate  points.  To  Philadelphia,  Chessie  can  also 
access  the  Reading  using’  its  route  from  Baltimore. 
Thus  structured,  the  Chessie  system  would  provide 
competition  along  the  southern  tier. 

•  D&H  acquires  LV  trackage  rights  from  Wilkes- 
Barre  to  Allentown.  This  would  protect  D&H’s  present 
north-south  traffic  and  would  reestablish  a  “friendly” 
connection  (Chessie)  for  movements  west  to  Pittsburgh, 
a  connection  lost  in  the  Penn  Central  merger.  The  same 
trackage  rights  also  would  provide  a  friendly  connec¬ 
tion  to  the  Potomac  yard  via  D&H  and  Chessie. 

•  Boston  &  Maine,  Maine  Central,  Bangor  &  Aroo¬ 
stook,  Detroit,  -  Toledo  &  fronton,  Pittsburgh  &  Lake 
Erie  and  Grand  Trunk  Western  retain  their  present 
independent  status.  Many  proposals  have  been  made  to 
merge  these  properties  into  other  carriers.*  Subsequent 
mergers  should  be  undertaken,  but  the  first  priority  is 
to  resolve  the  fundamental  problem  of  restructuring  the 
bankrupt  system  and  continuing  effective  competition 
in  the  major  markets  on  the  eastern  seaboard. 


*  Appendix  D  UhIb  these  proposals. 


The  recommended  structure  is  basically  a  concept. 
Discussions  are  under  way  with  solvent  carriers  to  as¬ 
certain  their  interest  in  helping  to  solve  the  critical 
■problems  in  the  Region  and  to  determine  what  is  re¬ 
quired  to  allow  their  participation  without  impairing 
their  financial  integrity. 

USRA  recognizes  that  significant  government  ex¬ 
penditures  will  be  required  to  solve  the  bankrupt  carrier 
problem ;  this*  has  been  a  basic  factor  in  the  pi'eswit  re¬ 
organization  process.  Tlie  board  believes  that,  with  the 
proper  level  of  federal  support,  the  major  solvent  car¬ 
rier  could  assume  an  important  role  in  resolving  the 
service  problems  of  the  Region.  This  extension  of  solvent 
carriers  could  result  in  a  solution  which  is  less  costly  in 
terms  of  the  taxpayer  funds,  than  creation  of  separate 
entities  designed  primarily  to  feed  these  carriers. 

Alternatives  to  the  Three-Carrier  System  Solution 

Implementation  of  the  Three-Carrier  System  solution 
depends  on  the  successful  conclusion  of  complex  discus¬ 
sions  with  N&W  and  Chessie.  One  or  both  of  the  solvent 
carriers  well  may  decide  that  it  is  not  in  their  best  in¬ 
terest  to  part  icipate  in  the  proposed  restiiicturing.  Dis¬ 
cussions  to  date,  therefore,  have  not  locked  on  a  single 
solution  but  have  rather  explored  alternate  possibilities. 
In  these  discussions,  N&W  has  indicated  its  doubts  that 
the  EL  lines  east  of  Buffalo  could  be  made  financially 
self-sustaining  as  a  part  of  its  system  without  sub¬ 
stantial  and  probably  continuing  federal  financial  aid. 

Should  one  of  the  solvents  not  participate,  the  Associ¬ 
ation’s  preferred  alternative  would  be  a  Two-Carrier 
System  solution. 

Specifically,  if  Chessie  is  not  interested  in  serving 
Allentown  and  Philadelphia  as  contemplated,  N&W 
could  serve  these  markets.  This  could  be  accomplished 
if  N&W  were  extended  southward  from  the  EL  main 
lino  into  both  Allentown  and  Philadelphia  and  north¬ 
ward  from  its  present  Hagerstown  terminus  into  Har- 
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riirisur^  and  thence  eastward  into  these  qucikcfta»  To  deal 
with  the  problem  that  both  these  routes  are  sonnwftftt 
circuitous,  USRA  contemplates  that  N&W  also  eoohi 
acquire,  either  through  trackage  rights  or  joint  openu- 
tions,  the  capability  to  operate  direct^  from  central 
Ohio  to  Harri^urg  over  present  PC  routes. 

Similarly,  if  N&W  decided  not  to  partieipapte,  then 
a  Two-Carrier  System  concept  could  be  developed 
through  expansion  of  the  Chessie  eastward  over  present 
RDG  lines  as  previously  discussed  and  the  acquisition 
by  Chessie  of  the  EL  from  the  central  Ohio  area  into 
Newark  wid  the  Binghamton  connection  with  D&K. 
The  present  EL  main  line  intercepts  the  high-capacity 
Baltimore  &  Ohio  line  in  the  vicinity  of  Akr(Mi  and 
would  provide  a  very  competitive  route  to  ConRaii 
while  still  allowing  downgrading  of  duplicate  main 
lines  in  the  MidAvest.. 

If  cither  of  these  Two-Ca.rrier  System  alternatives 
were  developed  in  lieu  of  USRA’s  primary  choice,  the 
Three-Carrier  System,  additional  operating  rights  and 
1 1’ansfei's  might  be  necessary  to  create  the  most  efficient 
participating  solvent  network. 

USRA  recognizes  that  any  solvent  carrier  must  be 
extremely  careful  in  using  its  private  capital  to  avoid 
unreasonable  financial  risk  to  its  owners.  Considerable 
federal  financial  assistance  is  available  under  the  Act 
to  minimize  that  risk,  including  monies  for  rehabilita- 
timi.  Obviously,  no  solution  is  totally  without  rist ;  in¬ 
action  could  also  affect  the  operations  of  the  solvent 
carriers. 

If  a  satisfactory  solution  can  be  reached  with  one  or 
moi*e  of  the  solvent  carriers,  USRA  believes  the  struc¬ 
ture  envisioned  has  significant  benefits  for  the  Regicm 
and  goes  a  long  way  toward  a  permanent  solution.  To 
reiterate  some  of  the  advantages,  the  proposed  structure 
would : 

•  Maintain  competition  in  major  east  coast  markets 
by  line  haul  carriers,  thereby  avoiding  the  haphazard 
•division  of  carrier  responsibility  which  often  affects 
service  quality. 

.  •  Minimize  track  and  terminal  duplication,  thereby 

achieving  a  competitive  system  at  the  lowest  possible 
federal  cost. 

•  Create  no  now  oi)erating  institutions  such  as  neutral 
terminal  companies,  a  Middle  Atlantic  Rail  Corpora¬ 
tion*  or  ConRaii  East  (which,  if  established  first  and 
found  unsuccessful,  would  be  extremely  difficult  to 
undo). 

•  Merge  smaller  properties  with  larger  roads;  his¬ 
torically  the  easiest  way  to  effect  a  merger. 

•  •  Maintain  the  existing  major  traffic  flaws  and  mini¬ 
mize  the  possible  disruption  of  service  which  could 
occin-  with  more  radical  restimcturing  progrems. 

•  T1m>  Middle  Atlantic  Kail  Corporation  envisions  a  merger  of  CNJ, 
RDO  and  T.V. 


It  Noilhor  Chossi*  nor  MIW  Fcirticipolus 

Xf  both  Chessie  and  N&W  do  not  participate  in  the 
restructuring  process  on  the  eastern  seaboard,  even  with 
major  federal  financial  assistance,  the  whole  concept  of 
competitive  railroading  in  the  Region  will  be  affected 
seriously.  If  the  two  solvents  both  opt  not  to  expand 
eastward,  that  indicates  they  feel  the  cost  to  do  so  is 
greater  than  the  benefits  they  may  receive.  If  neither 
solvent  participates,  the  options  then  available  include: 

•  Creating  two  separate  operating  entities  supported 
by  federal  funding  with  the  explicit  purpose  of  provid¬ 
ing  competition,  or 

•  Organizing  ConRaii  1  as  a  monopolistic  carrier-on 
the  eastern  seaboard. 

Of  these  alternatives,  USRA  believes  the  best  solution 
would  be  to  form  MARC-EL,,  a  second  trunk  line  east- 
west  carrier  based  on  the  merger  of  EL  with  the  key 
properties  of  CNJ,  LV  and  RDG  (essentially  the  Mid¬ 
dle  Atlantic  Corporation).  To  improve  competitive 
balance  in  the  midwest,  it  is  contemplated  that 
MARC-EL  would  be  given  access,  through  joint  owner¬ 
ship  of  trackage  rights,  of  ConRaii  lines  to  such  gate¬ 
way  points  as  Cincinnati,  and  St.  Louis.  To  complete  the 
development  of  an  effective  competitor,  consideration 
should  be  given  to  including  DT&I  and  P&LE.  Any 
opportunities  for  plant  rationalization  would  be  car¬ 
ried  out,  sucli  as  paired  track  arrangements  between 
MARC-EL  and  ConRaii  between  Mansfield,  Ohio,  and 
Chicago. 

Realistically,  this  alternative  is  a  second  chmee  in 
^  terms  of  both  effective  competition  and  i*ail  efficiency 
within  the  Region.  It  is,  however,  superior  to  a  break 
up  of  the  Penn  Central  System  into  a  ConRaii  North 
and  South  simply  because  it  can  be  implemented  in  a 
relatively  short  period  of  time,  and  the  EL  and  its  con¬ 
necting  lines  has  had  a  liistory  of  vigorous  competition 
'on  the  eastern  seaboard.  It  also  is  more  effective  than 
the  creation  of  an  eastern  terminal  feeder  system,  such 
as  JilARC  alone.  To  be  effective  competition,  such  a 
system  would  depend  on  the  willingness  of  the  major 
solvents  to  participate.  The  deficiency  of  MARC-EL  is 
that  it  used  federal  dollars  to  sustain  a  competitive  rail 
system  for  the  eastern  seaboard.  No  financial  projections 
have  been  made  for  the  MARC-EL  system,  but  it  is 
anticipated  that  ConRaii  (essentially  PC  imder  this 
concept)  and  [ARC-EL  (with  added  midwestem 
routes)  would  be  less  economically  self-sustaining  than 
ConRaii  alone  in  tlie  Three-Carrier  System. 

A  more  definitive  answer  must  await  detailed  finan¬ 
cial  projections  being  developed  USRA.  The  funda¬ 
mental  policy  issue  is  whether,  after  failing  to  achieve 
competition  through  expansion  of  either  both  or  one  of 
the  existing  major  solvent  carriers,  tiie  federal  govern¬ 
ment  should  spend  money  to  insure  that  rail/rail  com¬ 
petition  is  maintained  along  the  eastern  seaboard. 
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The  preceding  discussion  leads  USRA  to  conclude 
that  the  Thi*ee-Carrier  System  must  be  pursued  vigCH*- 
.ously.  If  only  one  solvent  carrier  is  interested,  I’estruc-* 
turiug  should  be  pursued  under  that  alternative.  Other 
possible  solutions  simply  are  not  as  promising^  For  that 
reason,  USRA  plans  extensive  efforts  in  the  next  several 
months  to  determine  the  exact  dimensions  of  a  solution 
involving  both  or  at  least  one  of  the  major  solvents  in 
the  Region. 

Defining  the  ConRail  System 

Siuiply  stated,  the  condition  of  the  bankrupt  rail- 
roa<ls,  and  especially  that  of  the  Penn  Central,  repre¬ 
sents  a  transportation  disaster  unparalleled  in  the 
nation's  history.  Most  of  the  bankrupt  properties,  in¬ 
cluding  key  yards,  major  main  lines  and  essential  shops, 
are  in  a  .serious  state  of  disrepair.  Areas  appearing  in 
relatix  ely  good  physical  shape  are  that  way  largely  due 
to  cosmetic  efforts — the  track  has  been  ballasted  and 
Smoothed,  but  the  rail  and  ties  are  both  well  beyond 
their  noiinal  lives.  The  solution  is  going  to  be  costly; 
just  keeping  the  bankrupt  carriera  operating  until 
ConRail  begins  operation  could  cost  taxpayers  more 
than  $4(X)  million. 

The  conflicting  goals  of  the  Act,  therefore,  must  be 
balanced  as  much  against  this  harsh  reality  as  against 
each  other.  Much  discussion  has  centered  on  the  fact 
that  viability  of  the  system  may  conflict  with  the  pro¬ 
vision  of  ade<iuate  and  efficient  service.  This  issue,  not 
unimportant  in  the  design  of  ConRail,  must  be  con- 
sideied  in  the  context  of  the  importance  of  the  funda¬ 
mental  need  to  overcome  20  years  of  phj’sical  neglect. 
Tlie  necessity  for  rebuilding  the  system  thus  becomes 
the  most  critical  constraint  on  the  adequacy  and  effi- 
ciwiey  of  the  service  to  be  provided  and  U  is  the  magrd- 
tude  {hath  physically  and  financially)  of  that  rehahili- 
tation  'i'eqnirement  that  mvst  necessarily  detemune  the 
ConRail  configuration. 

Tliat  the  physical  condition  of  the  plant  is  badly 
deteriorated  is  not  debatable.  What  can  and  should 
be  debated  are  the  alternate  strategies  for  rehabilita¬ 
tion.  .S|>ecific  questions  include  the  following. 

•  What  should  be  the  timing  of  rehabilitation  and 
what  arc  the  implications  of  such  strateg}'? 

•  In  what  sequence  should  the  system  l>e  rehabili¬ 
tated,  e.g,,  should  main  yards  and  main  lines  be  brought 
up  to  high  oi>erating  standards  while  the  rest  of  the 
system  is  held  at  minimum  maintenance  levels,  or  should 
main  lines  be  held  to  a  minimum  standard  (30  m.p.h.) 
while  repairing  the  very  worst  of  the  secondary  and 
branch  lines  ? 

•  What  level  of  public  funding,  in  the  form  of  loans 
or  grants,  can  be  committed  to  the  rehabilitation  pro¬ 
gram  ? 

•  What  are  the  implications  of  the  above  three  de¬ 
cisions  on  the  route  structure  and  services  to  be  pro¬ 
vided  by  ConRail  ? 


The  Association’s  conclusion  on  each  of  these  issues 
follows.  They  are  a  significant  factor  in  the  future  busi¬ 
ness  strategj’^  and  government  control  aspects  of  Con¬ 
Rail. 

•  The  timing  for  the  program  should  be  about  14 
years,  providing  maximum  flexibility  in  use  of  funds. 

•  Funds  should  be  spent  in  the  initial  years,  recog¬ 
nizing  material  constraints,  on  the  major  core  system 
and  yards  and  terminals.  This  will  improve  service, 
increase  dollar  returns  and  sustain  flexibility. 

•  As  the  financial  projections  in  Chapter  14  demon¬ 
strate,  the  costs  of  rehabilitation,  when  combined  with 
operating  losses  in  early  years,  exceed  the  funds  al¬ 
located  by  the  Act.  Rather  than  reducing  the  system 
size  now  to  meet  an  arbitrarily  set  figure,  however,  op¬ 
erations  should  continue  over  the  system  size  set  forth. 
It  would  be  unwise  not  to  rebuild  this  transportation 
system  properly.^  but  both  timing  and  location  of  ex¬ 
penditures  wull  be  review'able  in  future  yeara,  clearly  a 
way  to  reduce  potential  government  financing. 

USRA  recommends  setting  priorities  after  an  anal¬ 
ysis  that  measures  benefits  from  rehabilitating  a  line 
segment  (reduced  transit  time)  against  tlie  cost  of  ac¬ 
complishing  that  rehabilitation.  This  results  in  a  rank-, 
ing  of  line  segments  where  rehabilitation  will  provide 
the  maximum  benefits  in  terms  of  reduced  transit  time 
for  each  rehabilitation  dollar  spent.  This  process,  de¬ 
scribed  in  greater  detail  in  Chapter  6,  tends  to  conceiiT 
trate  the  rehabilitation  progi*am  on  the  heavy  density 
lines — especially  those  in  the  Avestern  end  of  the  Region 
Avhere  the  plant  is  most  deteriorated.  Under  this  strat¬ 
egy,  the  main  lines  will  be  brought  up  to  adequate 
freight  service  standards  (50-60  m.p.h.)  over  a  three-  to 
seven-year  period. 

This  means  that  many  secondary  and  branch  lines 
must  neces.sarily  be  held  in  a  “patch”  maintenance 
condition  during  this  period.  If  the  use  of  available 
resources  is  not  concentrated  on  main  lines,  the  through 
routes  w’ill  continue  to  deteriorate*.  Train  speeds  alread3’ 
unacceptable  will  decrease  and  ConRail  will  not  have 
the  capability  to  offer  piggyback  or  any  other  time-sen¬ 
sitive  service.  Additionally,  as  track  conditions  continue 
to  deteriorate,  so  also  would  the  si>eeds  of  passenger 
trains,  resulting  in  further  substantial  lengthening  of 
many  already  slow  Amtrak  schedules. 

Another  critical  element  in  the  rebuilding  progi*am 
is  the  amount  and  availability  of  federal  funding,  either 
in  the  form  of  loans  or  grants.  The  $500  million  to  $1 
billion  for  rehabilitation  and  modernization  provided 
in  the  Act  w  ill  be  adequate  to  rebuild  not  more  than 
approximately  5,000  miles  of  railroad  and  attendant 
yards  and  shops.  Obtaining  private  financing  sources 
for  the  remaining  mileage  is  considered  impossible; 
thus,  the  result  of  staying  within  the  financial  limita¬ 
tions  of  the  Act  Avould  be  abandonment  of  all  but  the 
heaviest  routes. 

Specifically,  staying  within  the  Act’s  funding  limita- 
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tions  means  that  sendees  woiild  be  terminated  between 
Montreal  and  Syracuse;  all  of  Southern  New  Eng¬ 
land  including  Providence,  Hartford  and  New  Haven; 
virtually  the  entire  Central  Pennsylvania  coal  region 
lines  except  those  into  the  very  highest  production 
areas ;  all  of  Michigan  north  of  the  main  lin€  between 
Detroit  and  Chicago;  and  virtually  all  of  the  gathering 
network  in  Ohio,  Indiana  and  Illinois.  Clearly  this  does 
not  meet  the  Act’s  requirements  for  adequate  rail  serv¬ 
ice  in  the  Region. 

At  the  other  end  of  the  funding  spectrum  is  the  com¬ 
plete  rebuilding  of  the  entire  plant  as  it  now  exists, 
at  a  cost  of  $3.8  billion.  This  estimate  is  in  constant 
dollai-s;  inflation  over  the  period  required  for  imple- 
•mentation  would  more  than  double  thtit  amount.  USRA 
believes  this  level  of  public  funding  is  poor  public 
policy,  inasmuch  as  the  benefit  from  expenditures  of 
this  magnitude  on  these  light  density  lines  is  question¬ 
able.  Specifically,  some  $1  billion  in  rehabilitation  funds 
would  be  required  over  time  to  bring  light -density  lines, 
jecommended  for  exclusion  from  the  ConRadl  system, 
up  to  normal  maintenance  standards  for  such  lines. 
These  lines  produce  revenue  of  only  $72  million,  mak¬ 
ing  rehabilitation  a  questionable  public  investment. 

USRA  i-ecommends  a  funding  level  for  rehabilitation 
purposes  of  about  $2  billion  (in  constant  dollars).  Fail¬ 
ure  to  commit  this  amount  would  result  in  incomplete 
rehabilitation  jobs  on  the  principal  main  and  secondary 
i-outes;  and  would  not  halt  the  continued  deterioration 
of  plant,  recycling  the  principal  cause  of  the  present 
failure  of  the  system. 

If  recommended  expenditures  could  not  be  justified, 
the  best  policy  decision  would  be  to  cut  the  system  size 
accoi’dingly.  Expenditures  beyond  about  $2  billion  can¬ 
not  be  programed  adequately  now ;  funds  may  or  may 
not  l>e  required,  de]>ending  on  how  ConRail  develops 
over  the  next  decade.  In  essence,  funding  above  that 
amount  is  for  rehabilitation  projects  to  be  accomplished 
beyond  the  planning  term. 

These  projects  may  or  may  not  be  required,  depend¬ 
ing  both  on  the  trends  in  the  national  and  regional 
economy  and  in  railroads  as  a  transportation  mode.  As 
noted  earlier,  the  recommended  strateg}'  is  to  concen¬ 
trate  available  money  in  terms  of  material  and  man¬ 
power  on  tliose  projects  ^vhere  the  need  is  greatest  and 
where  both  seiwice  and  financial  returns  are  highest, 
■while  holding  the  remainder  of  the  system  at  a  safe 
operating  level. 

In  the  decade  and  licyond  required  for  rehabilitation 
there  inevitably  will  significant,  changes  in  the  rail 
marketplace.  USRA  has  attempted  to  predict  the 
changes  which  will  occur;  its  assessment  of  the  rail 
potential  is  reflected  in  its  traffic  growth  projections. 
As  with  any  forecast,  these  projections  are  subject  to 
variables;  for  example,  a  change  in  federal  energy  poli¬ 
cies  might  divert  more  traffic  to  the  railroads  but  it 


might  also  lower  industrial  production,  resulting  in  less 
total  traffic  for  the  rail  mode.  The  ultimata  industry 
structure  evolving  in  the  next  decade  probably  will 
depend  on  overall  trends  in  the  national  economy,  spe¬ 
cific  trends  ia  the  regional  economy,  the  direction  of 
such  specific  matteis  as  federal  energy  policy  and,  per¬ 
haps  most  significantly,  the  direction  of  national  trans¬ 
portation  policy. 

The  convergence  of  two  critical  factors — the  dynamics 
of  the  marketplace  for  rail  transportation  and  the  rel¬ 
atively  long  time  required  to  rebuild  the  railroad- 
leads  USRA  to  this  conclusion : 

The  route  and  operating  configuration  of  the  Con- 
Rail  system  represents  an  interim  step  between  that 
which  exists  today  and  that  which  necessarily  must 
evolve  in  the  next  decade.  The  initial  ConRail  op¬ 
erating  and  route  struaiuxe  represents  estimates  of 
how  best  to  reverse  the  fortunes  of  the  bankrupt 
carriers  so  they  can  once  again  perform  adequate 
and  efficient  rail  transportation.  The  plan,,  however^ 
is  not  carved  in  stone  and  it  will  be  subject  to  many 
modifications  in  the  next  decade. 

The  nature  of  the  rebttriding  process  allows  for  con¬ 
siderable  flexibility  in  the  future.  The  system  cannot 
be  rebuilt  overnight,  and  it  is  therefore  not  necessary  to 
have  absolute  precision  in  aB  ^tenents  of  the  route  and 
operating  structure.  The  plan  os  outlined  in  the  follow¬ 
ing  section  represents  a  staitiiig  point  in  what,  by  ne¬ 
cessity,  must  be  an  evolutionaiy  process. 

ConRail  Route  and  Terminal  Plan 

J 

The  preceding  section  discussed  the  major  considera¬ 
tions  leading  tO'  the  development  of  the  ConRail  oper¬ 
ating  plan.  Thisisection  ^ecusses  in  detail  the  main  line 
route  structure,  the  major  yard  facilities  planned  and 
the  implication  of  the  described  rehabilitation  strategy 
on  routes  and  terminafe  The  major  freight  routes 
and  major  yards  are  displayed  in  Figure  2;  all  routes 
with  planned  densities  of  6  million  gross  tons  per  year 
or  more  are  shown  in  Table  3. 

Five  specific  areas  are  examined :  principal  through 
freight  routes,  secondary  through  freight  routes,  prin¬ 
cipal  feeder  routes,  secondary  feeder  routes,  and  prin¬ 
cipal  yards  for  ConRail. 

Under  the  preferred  regional  structure  (Three-Car¬ 
rier  System),  the  pi-esent  PC  will  form  the  nucleus  of 
the  ConRail  route  configuration,  supplemented  by  CNJ, 
LV,  RDGr,  LHR  and  AA.  Certain  important  lines  and 
markets  on  the  latter  carriers  will  be  transferred  or 
made  available  to  other  carriers  for  use  under  trackage 
rights  agreements,  e.g.,  the  LV  mainline  from  Wilkes- 
Barre  to  Allentown  (trackage  rights  to  D&H)  and  the 
present  RDG  from  Lurgan  to  Allentown  and  Philadel¬ 
phia  (trackage  rights  to  Chessie).  In  addition,  there 
may  be  changes  in  the  precise  markets  served  as  a  result 
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of  negotiations  with  the  solvent  carriers.  Under  the  al¬ 
ternative  Two-Carrier-Systeni  the  ConRail  routes  would 
l)e  essentially  the  same ;  MARC-EL,  however,  would  re¬ 
sult  in  significant  ixmte  changes. 

Notwithstanding  these  possible  changes,  and  the  veri¬ 
ties  of  the  rehabilitation  program  previously  discussed, 
the  primary  through  freight  routes  for  ConRail  can  be 
defined  at  this  time  with  virtual  certainty.  These  are  the 
routes  which  connect  primary  load  centei-s  and  major 
terminals  on  the  system  and  which  are  properly  classi¬ 
fied  as  the  main  line  system  for  ConRail.  The  bulk 
of  the  system’s  ton  miles  will  be  produced  on  these 
routes  and,  consistent  with  the  prior  discussion  on  re¬ 
habilitation,  they  will  receive  most  of  the  near-term 
( first  5  years)  rebuilding  efforts. 

Regardless  of  how  ConRail  evolves  over  time,  these 
routes  probably  will  have  heavy  traffic  density.  The  high 

Table  3. — Projected  traffic  density  on  ConRail  routes  after 
rehabilitation 


Table  3. — Projected  traffic  density  on  ConRail  routes  after 
rehabilitation — Continued 


From— 

T^ 

Via— 

5,000,000  to  10,000,000  gross 

tons  per  year: 

Ashby,  Ind . 

Columbus,  Ohio. . 

Indianapolis,  Ind . 

Charleston,  W.  Va _ _ 

Rincon  Jimction,  Ind. 
Point  Pleasant,  W.  Va.* 

St.  Thomas,  Ontario. 
Logat:sp<urt,  Ind. 

Schneider,  Ind. 

Walpole,  Mass. 

Detroit,  Mich . 

Effner,  Ind . 

Elkhart,  Ind. . 

Buffalo,  N.Y . 

Marion,  Ind . 

Framingham,  Mass. .. 

Providence,  R.I . 

Harrisburg,  Pa . 

Hagerstown,  Md.. . 

Chambersburg,  Pa.t 
Lafikyette,  Ind. 

Lansing,  Mich.* 

Battle  Creek,  Mich. 

Indianapolis,  Ind . 

Sheff,  Ind . . . 

Jackson,  Mich . 

Saginaw,  Mich . 

Kalamazoo,  Mich . 

Jackson.  Mich . 

Louisville,  Ky . 

Indianapolis,  Ind . . 

Marion,  Ohio . 

Homeli,  N.Y . 

Jamestown^  N.Y.* 

New  Brunswick,  N  J, 
Danville,  Ill.* 

Haverstraw,  N.Y, 
Mlddleport,  N.Y. 

Morrisvllle,  NJ . 

Newark,  NJ . 

Marshall,  lU . 

Sheff,  Ind . . . 

Newark,  N.J . 

Kingston,  N.V. _ 

Niagara  Falls,  N.Y... 

Rochester,  N.Y . 

Renovo,  Pa . 

Buffalo,  N.Y . 

Olean,  N.Y, 

Dover,  Del. 

Hartford,  Conn. 
Watertown,  N.Y. 

Salisbury,  Md . 

Springfield,  Mass . 

Syracuse,  N.Y . 

Montreal,  Quebec . 

From— 


To— 


Vto— 


More  than  40,000,000  gr^ 
tons  per  year: 

Chicago,  ni . 

Cleveland,  Ohio . 

Harrisburg,  Pa . 

Johnstown,  Fa _ 

Pittsburgh,  Pa . 

Pittsburgh,  Pa . 

Pittsburgh,  Pa . 

Cleveland,  Ohio.. 

Albany,  N.Y _ 

Phillipsburg,  NJ. 
Harrisburg,  Pa... 
Cleveland,  Ohio.. 
Johnstown,  Pa... 
Johnstown,  Pa... 
Philadelphia,  Pa. 

Toledo,  Ohio . . 

Detroit,  Mich.... 

20,000,000  to  40,000,000 
gross  tons  per  year: 
Albany,  N.Y . 

Springfield,  Mass. 

Cincinnati,  Ohio...... 

Columbus,  Ohio. 

Harrisburg,  Pa... 

Columbus,  Ohio...... 

Toledo,  Ohio . 

Alliance,  Ohio.... 

East  St.  Louis,  Ill . 

Harrisburg,  Pa . . 

Harrisburg,  Fa . 

Indianapolis,  Ind 
Perryville,  Md... 
Philadelphia,  Pa. 

Toledo,  Ohio, 
Buffalo,  N.Y. 
Allentown,  Pa.< 
Altoona,  Fa.* 
Alliance,  Ohio.* 
Kiskl  Junction,  Pa.* 
Oreen&burg,  Pa.* 
Pottstown,  Pa.* 
Monroe,  Mich. 


PittsAeld,  Mass. 

Mansfield,  Ohio.* 

Dayton,  Ohio  and  Xenia, 
Ohio. 

Newberry,  Pa. 

Findlay,  Ohio. 

Bayard,  Ohio. 

Mingo  Junction,  Ohio 
Effingham,  lU. 

Safe  Harbor,  Md. 
Columbia  and  CoatesviUc, 


Indianapolis,  Ind . 

Indianapolis,  Ind.. _ 

Jackson,  Mich . 

Mingo  Junction,  Ohio. 
Philadelphia,  Pa . 


Cleveland,  Ohio. 
Columbus,  Ohio 
Detroit,  Mich... 
Pittsburgh,  Fa.. 
Newark, 


PhiUipsburg,  N.J. 


Newark,  N.J. 


Pa. 

Union  City,  Ohio. 

Union  City,  Ohio, 

Ann  Arbor,  Mich. 
Carnegie,  Pa. 

W.  Trenton,  NJ.  and 
Boundbrook,  N.J.  (via 
LV). 

Flemington  Junction  (via 
LV).» 


Pittsburgh,  Pa........ 

Pittsbuigh,  Fa........ 

10,000,000  to  20,000,000  gross 
tons  per  year: 

Albany,  N.Y.......... 

Bucyms,  Ohio........ 

Bucyms,  Ohio... . 

Columbus,  Ohio _ 

Dayton,  Ohio _ 

Elkhart,  Ind . 

Elkhart,  Ind..'. . 

Indianapolis,  Ind..... 

Marion,  Ind . 

Newberry,  Pa . 

PhiUipsburg,  NJ . 

Sheff, Ind... _ 

Springfield,  Mass...... 

Wilkes-Barre,  Pa..^... 


Ashtabula,  Ohio... 
Youngstown,  Ohio. 


kew  York,  N.Y. . 

Chicago,  Ill . 

Toledo,  Ohio . 

Crestline,  Ohio . 

Bellefontalne,  Ohio . 

Jackson,  Mich . 

Kalamazoo,  Mich . 

Elkl^,  Ind . 

Cincitmati,  Ohio . 

Lyons,  N.Y . j 

Albany,  N.Y., . j 

Chicago,  lU . 

Boston,  Maas . 

Allentown,  Pa . 


Youngstown,  and  Dorseti 
Ohio. 

New  Castle,  Pa. 


Poughkeepsie,  N.Y 
Fort  Wayne,  Ind. 
Tiffin,  Ohio. 

Ashley,  Ohio. 
Springfield,  Ohio. 
Union  City,  Mich. 
Three  Rivers,  Mich. 
Marion,  Ind. 

Union  City,  Ohio. 
Coming,  N.Y. 
Warwick,  NJ. 
Schneider.  Ind. 
Worcester,  Mass.* 
Lebigbton,  Pa.t 


*  Recommended  joint  operation  with  solvent  on  all  or  part  of  line;  see  discussion  on 
recommended  regional  stracture. 

*  Possible  jdnt  operation  with  solvent  over  sfil  or  part  of  route,  see  discussion  of 
recommended  regional  structure. 

*  Coordination  projects  may  shift  all  through  trafiSc  from  all  or  part  of  this  Mne; 
densities  do  not  reflect  this  possible  shift  (see  app.  D-1). 

degree  of  certainty  about  the  future  of  these  routes 
justifies  early  commitment  of  rehabilitation  material, 
manpower  and  money.  Once  they  are  overhauled,  the 
level  of  investment  in  tracks,  structures  and  signalling 
probably  will  keep  them  as  the  main  arteries  of  the 
system. 

The  rehabilitation  commitment  to  these  principal 
through  freight  routes  makes  the  decision-  as  to  what 
routes  should  be  used  vitally  important.  The  following 
approach  was  used  in  designating  the  routes. 

•  All  traffic  of  the  candidate  carriers  was  analy^d. 

•  Forecasts  of  future  traffic  flows  were  made. 

•  Terminal  capabilities  were  assessed. 

•  Based  on  the  above  three  factors,  train  formation 
planning  was  undertaken  as  part  of  the  blocking  proj¬ 
ect.  (See  Chapter  5.) 

•  Existing  and  projected  train  movements  from  this 
exercise  were  simulated  over  the  potential  ConRail 
network.  Total  train  movements  over  link  segments 
were  compared  to  line  capacities.  Route  adjustments 
were  made  where  capacity  constraints  were  encountered. 

•  Line  capacity  with  and  without  slow  oixiers  was 
defined  through  use  of  a  computerized  train  dispatch 
simulation  model. 

•  Line  cai>acities  were  adjusted  to  reflect  the  effects 
of  rehabilitation  projects  and  where  problems  were  en¬ 
countered,  alternative  routings  were  established  for  use 
during  the  rehabilitation  program. 

Rehabilitating  these  lines  deserves  special  attention. 
Given  the  projected  availability  of  rail,  ties  and  main¬ 
tenance  of  way  (M  of  W)  forces,  rehabilitation  of  each 
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inain-liae  was  prog'itunmed  in  priority  order  to 

provide  the  maximum  benefits  in  tfie  shortest  amount  of 
time.  (See  Tjible  4.)  With  this  methoil,  more  tlian  40 
pepoent  of  tbe  operationai  benefits  from  main-line  im¬ 
provement  are  anticipated  in  the  first  tliree  yenrs  of  the 
14-yea.r  rehabilitation  pi-ogram;  more  than  60  pei-cent 
can  be  loalized  in  the  first  five  years  (see  Table  4) . 

During  the  latter  stages  of  the  rehabilitation  pro- 
gi'am,  most  of  the  line  segments  being  rehabilitated  will 
not  yield  significant  operating  benefits  in  terms  of  i-e- 
duced  transit  time.  Through  rehabilitation,  however, 
normal  maintenance  and  the  potential  for  future  slow 
ordeis  are  reduced  significantly  mi  tliese  line  segments. 

In  programming  the  rcliabilitation  jirojects  year  by 
year,  it  was  iMscessaiy  to  consider  the  time  that  could 
be  made  available  to  .the  M  of  W  foiv&s  on  each  of  the 
line  segmMits  being  rehabilitated.  To  iueasui'e  the  im¬ 
pact  of  M  of  W  interfei’ence  on  line  capacity,  a  train 
dispatching  simulation  model  was  used.  With  the  fol¬ 
lowing  excei>tioiiB,  it  apiieais  that  M  of  W  foi*ces  will 
be  able  to  carry  out  the  presently  anticipated  rehabili¬ 
tation  program  on  principal  tlu'ough  line  segments 
without  exceeding  practical  line  capacity.  Principal  line 
segments  which  have  sufficient  density  and  capacity 
limitations  to  require  alternate  routings  and  detour 
routes  during  iciiabilitation  include: 

itcfimeHt  Ailvntuif  routinff 

XL  fit.  Ix>ui8,  Ill.-Terre  Haute^  JhL  St  Louis,  IlL-Terre  Haute. 

Ind.  (via  Effingliam)  Ind.  (via  ^lattoon) 

CJhleapo-  rieveland-  Alllaiice,  Ctileago-Ft.  "Wayne- Alliance, 
Ohio  ’  Ohio 

Hartiidiar];.  l*a.-4^1iilli{iNHirs.  Ha rrisluiri:.  Pa.-West  Trenton, 
N.J.-Pt  Beading  Jet,  N.J.  N.J.-Pt.  Reading  Jet.,  N.J. 

Ooluiahiis,  Ohio-Toledo,  Ohio  Coluiubas,  Ohio-Toiedo,  Ohio 
(via  Findlay)  (via  Bucyrus) 

Harrislmrg,  ra.-PerryA'ine.  Md.  Hairtsbnrg,  Pa  .-Philadelphia, 

Pa.-i*erryviUe.,  Hd. 

Indianapolis,  Ind.-Chieago.  Ill.  Iiidianaitolis,  lnd.-Tx>gan.si)ort- 
(vin  Sheff)  Ind.-rbieago.  111. 

Cenfioif  Secoackny  Through  Froight  Routes 

StKHjndary  through  freight  routes  aie  unjuiivd  for: 
an  integrated  system,  future  traffic  gronth  and  throngli 
servires  pending  completion  of  the  relmbilitatlon  pm- 
gram  on  the  principal  through  routes. 

^Vhereas  the  designation  of  principal  tln  ough  routes 
has  a  measure  of  certainty  over  the  long  tei*in,  the  same 
is  not  true  for  secondary  tlirougli  lines.  Some  may  have 
increa.sing  or  decreasing  traffic;  some  may  Ik*  reduced 
to  local  services  status  or  abandoned  altogether.  For 
example,  the  Canada  Southern  l)etween  Detroit  and 
Buffalo  via  St.  Tlioinas,  Ontario,  is  now  a  double  track 
railroad  with  modest  traffic  density.  In  the  future  it 
will  i>rovidc  a  dim  t  i-oute  for  cci-tain  flows  lx*tween 
Buffalo  and  Detroit  and  a  valuable  ‘‘safety  valve” 
shmild  traffic  deu-sities  overload  the  main  tnink  line 
fi*Qni  (/hicago*to  Buffalo  through  Cleveland. 

This  situation  .dot's  not  justify  continuation  of  double 


Tablk  4. — Mainliue  rehabilitation  priork/iee,  U»p  ISO  segnienij 
ranked  in  tenne  of  train  hours  savedJmiUion  dollar*  of  tracl- 
relaled  rehabilitation  costs  ^  ^  ■ 


From— 

To- 

AOiaticc,  Ohio . . 

CJeveland.  Ohio _ _ _  .. 

Jamestovn,  Pa . . 

Ciiiciiiiiati,  Ohio . . . . 

Aobtabala,  Ohio . . 

SpriiKfield,  Ohio  . 

Syracust*,  N.Y . . . . 

Buffalo,  N.Y _ _ _ .... 

Coluinbus,  Ohio . . . 

Indiaiiapolis,  Ind . . ... 

CroBth’je,  OWo . . . 

Fairlane,  Ohio . . . . 

Cleveland.  Ohio _  _ .  ... 

lodlaiiapolis,  Ind . . 

Kentland,  Ind _ _ 

Columbus,  Ohio . . . 

Marion,  Ind... . . . . ; . 

Trinway,  OWo _ _ _ _ _ 

Union  City,  Olrio . . . . , 

caevoiand.  OWo _ 

Erie,  Pa . . 

Springfield,  Mass . . . . 

Buffalo,  M.Y . . . 

Syracuse,  N.Y _ _ 

iHloa,N.Y_ 

Columbus,  Ohio . . 

Columbus,  Ohio.. . . . _ 

Elkhart,  Ind . 

Shine  Oaks,  Pa .  ... _ 

Toledo,  Ohio.. . . . 

Pitcairn.  Pa _  .  .  .  ...  . 

•  Order  oT  pridriiy  adjusted  In  some  eases  to  recogidie  rail  availability. 


track,  however,  and  the  line  is  programmed  for  single 
track  centralized  traffic  control  (CTC)  status.  Hiis  will 
free  track  inattM'ial  for  use  on  principal  through  routes. 
Cnlike  jx-incipal  t  hrougli  routes,  traffic  density  on  these 
stH'ondary  through  routes  is  (or  will  be)  sudi  that 
possibilities  exist  for  coordination  projects  with,  other 
carriers.  Most  of  these  secondary  through  routes  will  not 
receive  immediate  or  major  rehabilitation;  for  example, 
tliose  necessary  to  handle  overflow  traffic  will  not  be 
i-ehahilitated  until  traffic  growth  oocui'S. 

Principal  Feeder  Routes 

In  (essence,  primary  feeder  routes  are  major  branch 
lines  to  gather  local  traffic  and  move' it  into  tlie  key 
yards  for  transixtrtatiou  on  the  through  route  system. 
Ill  this  categoiy  are  sucli  lines  as  Springfield,  Mass,  to 
Hartford  and  New  Haven,  Conn.;  Jackson  to  Lansing, 
Saginaw  and  Bay  City,  Michigan;  Columbus,  Ohio  to 
(’harleston.  West  Viiginia,  and  Marshall  to  Cairo, 
Illinois.  The.se  lines  geneiate  substantial  traffic  and  all 
of  the  major  traffic  geneiating  (mints  on  these  lines 
ap|K*ar  to  justify  continued  rjiil  service. 

Ill  some  cases,  however,  the  ci  itical  iiecd^for  rehabil¬ 
itation  material  on  other  routes  may  make  it  neces¬ 
sary  to  utiliTie  otlier  carriers’  track  to  reach  these 
mai  kets  or  in  .some  instances  to  “ti  ade”  these  markets  to 
solwnt  railroads.  BiH^anse  the  traffic  generated  is  sub¬ 
stantial  on  these  lines  aud  because  many  are  badly 
debilitate<i,  tliej'  will  require  early  upgrading  if  there 
is  to  be  any  improvciueut  in  service  quality.  Inasmuch 
as  this  will  take  materials  from  tlie  critical  main  line 
programs,  effoi'ts  to  detennine  wheiv  traffic  might  be 
rcroutetl  around  the  most  deteriorated  lines  are  being 
exi>lored.  The  candidate  lines  for  possible  rerouting 
because  of  rahahilitatiou  problems  include : 
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•  Columbus,  Ohio  to  Nitro,  West  Vir^nia', 

•  Tensing  to  Saginaw,  Bay  City  and  Midland, 
Michigan, 

•  Cairo  to  Mai’shall,  Illinois. 

The  options  on  most  other  primary  feeder  lines  are 
more  limited.  For  example,  there  is  no  alternative  route 
on  such  heavy  feeders  as  Springfield,  Massachusetts,  to 
New  Haven,  Comiecticut;  Montreal,  P.  Q.,  to  Syracuse, 
New  York  (this  line  is  primarily  a  gathering  route 
although  through  service  does  exist  _to  Montreal)  ;  the 
Cential  Pennsylvania  coal  lines  (e.g.,  Keating  to 
Cherryti-ee,  Pennsylvania)  ;  Wilmington,  Delaware,  to 
Salishniy,  iNfaiyland,  and  Mingo  Junction  to  Omal, 
Ohio. 

There  are  no  coordination  possibilities  for  these  lines 
and  they  will  be  retained  only  on  the  basis  of  local  study 
analysis.  Programs  will  be  developed  to  keep  them  in 
safe  operating  condition,  but  major  rehabilitation  for 
the  most  part  will  come  after  the  primary  through 
routes  have  l)oen  upgraded.  Many  primai’y  feeder  routes 
therefore  will  receive  no  more  than  a  “holding  action” 
maintenance  program  for  the  next  three  to  six  years. 

Secondary  Feeder  System 

^  This  is  the  final  classification  of  lines,  consisting  basi¬ 
cally  of  shoit  l(K*al  service  lines  used  to  gather  traffic 
for  the  i>i  imary  feeder  system  or  the  main  line  itself. 

As  discusst'd  in  greater  detail  in  Chapter  7,  virtually  all 
thes(‘  lines  have  l)een  intensely  studied.  The  continued 
o^xii  ation  of  many  of  thest*  lines  is  dependent  on  the  rail 
continuation  subsidy  program.  Those  lines  found  to 
provide  financially  self-sustaining  feeder  service  have 
l)een  included  in  (^onKail  but.  Wcause  of  material  and 
manpower  constraints,  they  <*an  be  maintained  only  to 
the  minimum  level  for  safe  operations  in  the  foreseeable 
fiiture.  (The  analytical  jjrocess  reflects  the  cost  of  min¬ 
imum  maintenance  and  does  not  charge  these  lines  with 
major  upgrading  expemse.) 

ConRail  Yard  Requirements 

Yard  requirements  were  developed  on  the  basis  of 
blocking  simulations  and  yard  studies  as  reflected  in 
Chapter  .5. 

The  preliminary  operating  plan  for  ConKail  used 
principal  ela.ssification  yards  as  shown  in  Table  ,5.  Gen- 
ei-ally,  yards  on  the  perimeter  of  the  ConRail  system 
were  used  more  extensively  than  yards  in  the  interior, 
(fiven  existing  and  projected  traffic  flows,  it  is  not  now 
anticipated  that  many  of  the  existing  major  yards  oper¬ 
ated  by  the  bankrupt  railroads  will  lie  closed.  On  the 
othei-  hand,  under  the  single  system  ConRail  option,  no 
new  major  classification  yards  are  expected  to  be  re¬ 
quired.  There  is  a  need  to  expand  or  significantly  reha¬ 
bilitate  yards  at  the  following  locations  to  handle  the 
projected  ConRail  requirements: 
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Yard 

Allentown 

Avon 

Blue  Island 

Buckeye 

Elkhart 

Greenwich 

Oak  Island 

Stanley 


Location 

Allentown,  Pennsylvania 
Indianapolis,  Indiana 
Chicago,  Illinois 
Columbus,  Ohio 
Elkhart,  Indiana 
Philadelphia,  Pennsylvania 
Newark,  New  Jersey 
Toledo,  Ohio 


Table  6. — ConRail  system  yards 


Y  ard  name 

Location 

Existing 
classifl- 
cation 
capacity 
(Cars 
per  day) 

Allentown . 

2,100 
2,700 
.  1,400 
2,700 
2,700 
1,200 
6,000 
1,600 
900 
3,000 
5,000 
1,200 
2,600 
1,800 
600 
1,800 
1,800 
1,500 
1,000 
3,200 
600 
3,000 
1,800 
1,800 
900 

Avon . 

Bayvlew . . . 

Blue  Island . . . 

Buckeye . 

Cedar  Ilill . 

Conway . 

DeWltt . 

Elicabetbport . 

Elisabeth.  N  J.  . 

Elkhart . 

Enola . . 

59th  Street . 

Frontier . . . . . 

Buffalo,  N.Y. 

Gateway . 

Oreenwleh . 

Junction. . . 

Morrisville . . . 

Oak  Island . 

Port  Richmond _ _ _ 

Potomac  Yard . 

Alexandria,  Va . 

Rose  Lake . 

Selkirk . 

Albany,  N.Y . 

Sharonville . . . 

Stanley . 

Waverly.- . 

Presently 

operated 

by 


LV/RDG 

PC 

PC 

IHB 

PC 

PC 

PC 

PC 

CNJ 

PC 

PC 

PC 

PC 

PLE 

PC 

PC 

PC 

LV 

RDO 

(») 

PC 

PC 

PC 

PC 

PC 


‘Jointly  operated  by  the  Ponii  Central,  Chessio,  .Southern  and  the  Richmond, 
FrcdericksburK  &  Potomac  HR. 


The  route  and  terminal  plan  discussed  above  for  the 
ConRail  system  must  be  viewed  as  an  interim  step 
between  wliat  exists  now  and  the  ultimate  system 
configuration  which  may  exist  in  ten  years.  By  the  time 
major  rehabilitation  has  reached  the  primary  and  sec¬ 
ondary  feeder  lines,  there  could  l)e  significant  changes 
in  the  traffic  flows;  many  may  be  upgraded  far  more 
extensively  while  othere  may  lie  downgraded  or  aban-- 
doned.  A  fundainental  difficulty  of  the  bankrupt  rail 
systems  has  been  their  inability  to  respond  to  changes 
in  transportation  demand.  For  that  reason,  a  major 
USRA  objective  has  been  to  create  a  more  dynamic 
system  and  doing  this  necessarily  precludes  absolute 
certainty  about  what  will  happen  on  many  of  the  line 
.segments. 

Special  Issues 

Three  questions  arise  from  the  need  to  minimize  long¬ 
term  financial  commitments  to  ConRail’s  rehabilitation 
and  the  need  for  flexibility  in  ConRail’s  management  to 
avoid  new  sunk  costs  without  continued  review : 
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•  Would  an  inuueiliiite  ivdiietion  in  the  idaimed  size 

of  ConRail  not  only  mluce  jrovernnient  capital  I’equiit*- 
ments  but  be  inherently  more  profitable  and  less  of  a 
risk  ?  ^ 

•  Coidd  the  facility's  and  sc'rvices  of  the  Imnkrupt 
railroads  lx*,  liquidatt'd,  tninsferrinjr  service  resiionsi- 
bility  to  solvent  railroads  in  or  out  of  the  Ilejnon? 

•  What  anticipated  chtui^s  at  the  extreme  edj»e  of 
the  Association’s  planning  horizon  should  Ik*  taken  into 
consideraton  in  this  planninfr  process  ? 

Radu€«d  ConRad  System 

In  developinjiT  the  (’onRail  concept  attention  was 
given  to  maintaining  present  mil  st'nnce  and  sus¬ 
taining  rail-mil  coin|)etition  in  key  markets.  As  has 
been  indicated,  the  size  of  the  resultaiit  system  and  the 
overall  costs  of  rehabilitation  result  in  a  cost  far  ex¬ 
ceeding  allocations  set  foith  in  the  Act. 

In  the  limited  time  available  to  prepare  tJ»e  Prelimi¬ 
nary  System  Plan,  USRA  Avas  unable  to  complete  de¬ 
tailed  analyses  of  the  i-equirements  for  and  remits  of 
a  system  reduced  in  size^  A  reduced  syst('m  was  h^  imth- 
esized  and  certain  tentative  mnclu.sions  can  Ik*  stated, 
however. 

•  The  systeju  studied  (XMitemplated  a  i‘educti<Mi  of 
approximately  4,000  miles  compared  to  the  recom¬ 
mended  OonRail  .system,  or  11.000  juilos  a\s.  15,000 
miles. 

•  Service  would  l)e  eliminated  over  numerous  routes 
and  to  many  points. 

•  OjAerating  lesults,  excluding  maintenance,  are  not 
changed  measurably,  and  this  system  size,  compared  to 
ConRail,  does  not  apx>ear  to  offer  any  more  potential 
for  success  in  the  near  ternu 

•  Initial  estimates  of  the  reduction  in  reliabilitation 
expense  total  $380  million,  A’irtually  all  of  which  results 
from  the  drep  in  track  mileage. 

•  The  overall  capital  requirements,  including  cijiiip- 
ment  acquisition,  within  the  ten-year  idanning  cycle 
are  estimated  to  he  $2.0  billion  ^versus  $3,4  billion  for 
tlie  recommended  structure) . 

These  tentative  conclusions  suggest  that  immediately 
shrinking  OonRail  may  iKit  provkle  it  Avith  financial 
self-sufficiency.  TIh*  Hl>riq>t.  cAutnilnn'iit  of  tl»e  leAx*! 
outlined  Avonld  reduce  rail  9ervi<'es  in  tl>e  Region  beloAv 
the'  le\'el  contemplated  hi  tlie  Act.  Fni+hermore,  these 
changes  could  increase  tlie  anroniit  i-equired  for  tlie 
manpower  protection  provisiims  of  Title  V  of  the  Act. 

Finally,  achierntig  a  sigiiificJantly  iwluced  system  de¬ 
pends  heaA'ily  on  the  actions  of  the  solA’ent  carriers.  If 
they  paiticijiate,  major  traffic  flows  .such  as  those  on  EL 
in  the  MidAvest  can  Im*  Consolidated  A\ith  their  existing 
traffic..  If  MARO-EL  is  fonnetl,  additional  mainline 
and  yard  capacity  must  be  kept  and  rehabilitated  if  it 
is  to  lie  an  effect i\'e  tKMn|>etitor.  Fnitlier  jHitejAtials  exist 
froivi  coordination  with  solA'euts. 


Thest'  initial  findings  indicate  that  the  smaller  sys¬ 
tem  does  not  reprew'nt  an  adequate  alternative  to  the 
proposed  Three-C^arrier-System.  Recaii.se  rehabilitation 
savings  from  shrinkage,  would  involve  ftiiids  to  be 
spent  after  1080.  .shrinkage  through  programmed  co¬ 
ordination  effpits  appeal’s  prefei’able  to  an  abrupt  re¬ 
duction  in  system  size. 

Controllad  iiqvidaHon 

Among  the  possibilities  considered  by  USRA  Avas 
that  there  would  be  no  ConRail.  The  assets  of  the  pres¬ 
ent  bunkinpts  uould  be  distributed  to  solvent  carriers 
either  within  or  outside  the  Region.  Initially,  this  alter¬ 
native  <lid  not  receive  detailed  consideration,  because 
the  soheiit  carriei’s  indicated  no  interest  in  acquiring 
substantial  portions  of  the  bankrupt  lines,  especially 
tliose  of  the  Penn  Outral.  Subsequently,  however,  it 
was  decided  to  study  this  alternative  in  some  detail  due 
to  the  tremendous  amount  of  financial  aid  belicA’ed  nec- 
e&sary  to  develop  a  restructured  system. 

As  an  initial  u  consultant  Avas  asked  to  reiAort  on 
the  jKissihilities  of  liquidation  and  to  recommend  hoAv 
such  a  pi*occss  might  be  accomplished.  Concurrentlj', 
Penn  Central  trustees  <*ontacted  all  major  carriers  re¬ 
garding  their  interest  in  the  possibility  of  transferring 
significant  iiortions  of  Penn  Central  properties.  The 
consultant’s  report  defined  a  number  of  possible  benefits 
fi-om  a  controlled  liquidation  process  as  aa'cII  as  major 
liabilities. 

USRA  determined  that  controlled  liquidation  could 
represent  an  attractive  long-tenn  solution,  but  that  the 
immediate  difficulties  iiiA’olvcd  made  it  an  impractical 
short-term  .strategy. 

First,  major  acquisitions  by  extra  regional  carriers 
AA’Ould  invoR’e  a  massive  restructuring  of  the  Region’s 
(and  the  nation’s)  rail  transportation  system,  would 
Ik*  oxti-emely  time  consuming  and  would  have  a  negji- 
tiA’o  impact  upon  soh’ent  carriers  in  the  Region. 

Second,  a  I^SR  A  request  that  solvent  carriers  identify 
the  lines  they  might  Avant  to  purchase  rcA^ealed  that  no 
carrier  wants  to  acquire  Penn  Central  lines  east  of  Pitts- 
bnigh  and  Buffalo.  Thus,  under  a  simple  liquidation 
process,  major  eastern  market  centers  such  as  New 
York,  Philadelphia  and  Allentown/Bethlehem  would 
he  depriAcd  of  competitive  rail  si*rvice.  To  preser\'e 
si'.rvioe,  a  concept  such  ns  ConRail  East  would  haA’^e  to 
1k>  implemented. 

Future  Railroad  System 

Ea’cii  though  reducing  ConRail  system  size  immedi¬ 
ately  does  not  appear  to  be  an  adequate  alternative,  it  | 
does  undca’seore  future  issues  and  the  need  to  evaluat^v 
this  type  of  investment.  j 

If  unconst rainexl  by  regulations  or  past  rules  ami 
pi’sctices,  the  railroatls  could,  OA-er  time,  focus  their 
energies  and  investments  on  thost*  elements  of  trans¬ 
portation  in  whicJi  the  railroads  are  or  could  be  the 
most  economically  efficient  mode.  Simultaneously,  the 
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railroads  would  avoid  and  disinvest  from  those  activi¬ 
ties  in  which  other  inodes  have  or  conld  have  an  inher¬ 
ent  economic  advantajjfe. 

A  possible  concept  is  a  high-density  core  network 
linking  all  major  rail  traffic  generating  centers  and 
market  areas  in  the  Region.  Service  w’ould  be  provided 
by  a  combination  of  unit  trains  and  inlennodal  trains, 
supplemented  with  a  highway  gathering  service  and 
a  network  of  rail-highway  tmnsfer  terminals. 

Sliipjiei-s  ae‘cumulating  tmin-load  (piantities  of  mer¬ 
chandise  and  bulk  commodity  freight  would  be  served 
by  dwlicated  shipixn*  tiains  oiHuating  lietween  fixed 
origins  and  destinations.  Shiiipei’s  not  located  directly 
on  rail  lines  and  shipping  goods  in  smaller  volumes  or 
to  customei-s  not  conveniently  served  by  rail  w<Hdd  use 
trucks  to  collect  and  distribute  freight  through  ivgional 
transfer  terminals.  The  ubiquity  of  the  highway  net¬ 


SEPARATE  CORPORATE  OWNERSHIP  Of  RIGHT 

Ih'cause  of  the  magnitude  of  piojectcwl  government- 
guaranteed  hori*owing,  it  is  appropi  iate  to  consider  vari¬ 
ous  means  of  providing  both  the  funds  and  the  security 
for  goveiiiment  obligations. 

One  methml  is  a  separate  ownership  and  financing  of 
tlie  right-of-way  and  structures,  as  well  as  of  their  reha¬ 
bilitation. 

Consolidated  Facilities  Corporation 

A  po.ssible  method  for  separation  of  right-of-way  and 
operations  would  la*,  through  the  ci’ention  of  a  seiwrate 
corimration,  ivferred  to  as  the  Consolidated  Facilities 
Corporation  (ConFac),  which  would  acquire  the  right- 
of-way  and  structures  after  those  aasets  have  lieen  con¬ 
veyed  to  Con  Rail.  ConFac  woidd  use  government  pro¬ 
vided  or  giiaranteed  funds  to  rehabilitate  its  right-of- 
way  and  structni'es  and  then  make  them  available  to 
ConRail  for  operation  as  a  transportation  svstem. 

Th  is  form  of  financing  would  identify  the  federal 
government  with  the  activity  absorbing  most  of  the  fed¬ 
erally  guaranti*cd  funds  and  ixitentially  i-educe  govern¬ 
ment  manag(‘rial  involvement  in  the  ojieration  of  the 
railroad. 

ConFac  can  Ik*  structuivd  in  one  of  three  ^^•ays:  as  a 
private  coi'poration  using  appropiiately  safeguarded 
gov^ernment  guarantees  to  fund  rehabilitation  of  track; 
a  wholly-owned  government  corporation;  or  a  mixed- 
ownerahip  corporation  owned  jointly  by  the  using  rail¬ 
road  and  the  federal  government.  For  each  option  it 
may  lie  assumed  that  appropriate  charges  would  be  paid 
reflecting  either  (a),  interest  only,  (b)  i-etirement  of 
principal  or  (c)  a  formula  reflecting  total  financing  and 
variable  ust'i*  <’harge.s. 

CoiiRairs  management  of  transportation  operations 
need  not  be  changed  if  ConFac  financing  is  used,  and 
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work  and  flexibility  of  the  truck  will  facilitate  the 
handling  of  these  smaller  traffic*  flows,  aggregating 
them  into  trainloads  for  the  longer  inter-city  haul. 

Tlie  net  result  would  be  to  provide  the  public  with 
efficient,  low-cost  services  in  those  markets  where  rail 
has  an  inherent  advantage.  It  also  would  enable  both 
the  rail  and  highway  modes  to  forego  excessive  and 
probably  duplicative  reinvestment. 

AVith  greater  freedom  to  select  markets  to  be  served, 
a  cost-based  pricing  system  and  an  efficient,  coonli- 
imted  highway  service,  this  concept  could  evolve  as  a 
healthy,  dynamic  element  of  the  Region's  econoiu}'. 

Prior  to  any  related  commitment,  however,  this  con¬ 
cept’s  feasibility  must  lie  further  studied  and  estimates 
of  the  transitional  impacts  must  be  considered.  In  addi¬ 
tion,  of  coui*se,  overall  public  |>o1icy  implications  must 
lie  defined  further. 


OF-WAY  AND  STRUCTURES  USED  BY  CONRAIL 

CoiiRail  still  could  be  resiionsible  foi-  track  maintenance 
and  the  physical  aspects  of  the  rehabilitation  program. 
In  this  resixjct,  ConFac  would  perform  the  role  of  a 
financing  source  rather  than  a  projM*i*ty  owner. 

ConFac  As  A  Private  Corporation 

(\mFac  would  issue  stock  to  be  distributed  ultimatelj' 
to  the  bankrupt  estates  along  with  ConRail  stock.  Its 
initial  assets  would  lie  the  right-of-way  and  structures 
conveyed  to  ConRail  by  the  bankrupt  estates.  All  other 
assets  of  the  railroad  would  be  owned  by  ConRail. 
ConRail  would  bear  the  cost  of  rehabilitating  the  right- 
of-way  and  structures  and  then  be  reimbui*sed  by  Con¬ 
Fac  with  the  proceeds  of  government-guaranteed  bor¬ 
rowings. 

Government-owned  ConFac 

It  is  possible  to  establish  a  corporation  owned  by 
the  federal  government  and  charged  with  rehabilitation 
of  the  facilities.  Precedents  in  the  transportation  area, 
include  the  Saint  Lawrence  Seaway  Development  Corp. 

^  and  the  Panama  C’anal  (^o.  In  both  cases,  usera  pay 
charges  partially  to  defray  the  govennnent  costs  in¬ 
volved. 

A  public  corporation  also  lends  itself  to  additional 
infusions  of  federal  funds  to  advance  national  trans- 
jairtation  policy  or  to  assure  that  facilities  meet  the 
requirements  of  the  oi>e rating  railroads. 

A  number  of  problems  are  associated  vcith  a  govern¬ 
ment  corporation,  however.  Appropriate  means  would  ^ 
have  to  be  found  for  ConFac  to  compensate  ConRail 
for  the  assets  transferred  to  ConFac  ownerahip  without 
causing  a  large  increase  in  government  funding  re¬ 
quired. 
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Some  would  an^e  that  a  CmiFac  would  serve  to 
encourage  efforts  by  other  raili'oads  to  transfer  their 
light -of- way  to  the  federal  government  and  thus  might 
lea«l  to  nationalization.  ConFac  might-,  as  a  i-esult,  delay 
)>ublic  recognition  of  the  need  to  develop  a  ct^iei'Wit 
trans|X)i*tation  policy  which  allows  all  modes  of  trans- 
])ortatibn  to  cbmiiete  freely  and  provide  the  nation  with 
an  efficient  transpoilation  system. 

Mixed-ownership  ConFac 

An  alternative  to  the  private  or  government  corjiora- 
tion  would  Ix'  ownei-ship  equally  divided  between  Con- 
Kail  and  the  federal  government.  Such  a  mixed-ownej  - 


ship  ConFac  would  have  attributes  of  both  private  and 
government  corporations. 

Should  the  creation  of  ConHail  and  ConFac  under 
this  option  lead  to  sufficiently  profitable  rail  operations^ 
provision  could  be  made  for  the  private  purchase  of 
the  government  stock  in  order  to  ivturn  the  right-of- 
way  to  private  ownei-ship. 

Questions  of  Public  Policy,  Law,  Taxation  and  Accounting 

A  number  of  public  policy,  legal,  tax  and  accounting 
questions  remain'  to  be  i*esolved  before  the  Association 
can  pre.sent  any  type  of  I'ecommendation  regaitling  the 
0)11  Fa<*  concept. 


Coordination  with  Solvent  Railroads 


Over-expansion j  iechucql  innovation  and  external  market  factors 
have  led  to  excess  capacity  in  the  fixed  facilities  of  the  Region^ s  railroads. 
The  consequent  under-uUUzation  of  assets  has  been  a  continuing  drain 
an  the  industry's  financial  resourceSf  a  situation  well  recognized  by 
Congress  in  the  Act.  If  two  or  more  railroads  can  coordinate  their  opera¬ 
tions  over  one  facility,  substantial  cost  savings  might  result.  The  concept 
of  coordination  has  been  endorsed  by  the  Department  of  Transportation 
and  the  Rail  Services  Planning  Office. 

This  chapter  outlines  the  benefits  resulting  from  reduction  or 
elimination  of  excess  capacity.  Three  approaches  are  outlined — joint 
facilities,  pooling  and  market  exchanges  or  sales — and  the  advantages 
and  disadvantages  of  each  are  explored.  The  chapter  discusses  USRA 
coordination  activities  and  Appendix  D  lists  coordination  projects  under 
consideration. 

The  Association  concludes  that  the  coordination  process  provides 
significant  pot^tial  benefits  for  both  the  public  and  the  railroads  and 
should  be  continued  in  the  future. 
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Section  202(b)  (5)  of  the  Act  directs  the  Association 
to  “consider  methods  of  achieving  economies  in  the  cost 
of  rail  system  operations  in  tlie  Region  including  con¬ 
solidation,  imoling,  and  joint  use  or  opemtion  of  lines, 
facilities,  and  operating  equipment.  .  .  Since  im¬ 
plementation  of  such  methods  would  involve  the  trans¬ 
fer  of  rights  or  pro|>erty,  the  provisions  of  Section 
206(d)  (3)  dii-ect  tJSRA  to  determine  whether  specific 
acquisitions  by  pi*ofitable  railroads  will  materially  im¬ 
pair  the  profitability  of  any  railroad  in  the  Region  in¬ 
cluding  ConRail.  These  (tetermihations  are  the  fii*st  step 
in  providing  for  possible  consummation  of  such  acquisi¬ 
tions  in  the  Final  System  Plan. 

Both  the  Department  of  Transpoilation  and  the  Rail 
Services  Planning  Office  of  the  Inteistate  Commerce 
(Commission  have  recognized  and  endoised  the  Con¬ 
gressional  dii-ective  ivgarding  coordination.  The  De- 
])artment  of  Transimrtation,  in  its  report  on  “Rail  Serv¬ 
ice  in  the  Midwest  and  Xortheast  •  Region,”  recom- 
icended  that  duplicative  lines  and  facilities  be  down¬ 
graded  or  eliminated.  The  Rail  Ser\dce  Planning 
( office  suggested  in  its  evaluation  of  the'  DOT  report 
that  the  Association  “accept  and  implement”  the  DOT 
1  ccommendation. 

As  used  in  this  chapter,  coordination  is  the  process 
of  integrating  the  facilities  or  seiwices  of  two  or  more 
j  ailroads,  with  no  major  change  in  the  markets  served 
by  each.^  Coordination  offers  the  opportunity  to  achieve 
the  economies  involved  in  consolidation  and  rational¬ 
ization  of  facilities  without  merger  of  corporate  struc¬ 
tures.  Two  railroads,  for  example,  may  coordinate  their 
oj>erations  in  one  market  and  at  the  same  time  continue 
to  conqx^te  vigorously  in  that  and  other  markets. 

Cooidinations  generally  become  possible  through  the 
existence  and  creation  of  excess  track  capacity  that  stems 
f  rom  technological  innovation  and  changing  traffic  pat¬ 
terns.  Since  1929,  the  size  of  the  average  freight  train 
moved  in  the  Eastern  District  has  increased  93  percent 
while  during  the  same  period  freight  train  miles  have 
declined  52  percent.  This,  coupled  with  the  sharp  reduc¬ 
tion  in  passenger  train  volume,  has  resulted  in  a  large 
amount  of  surplus  track  capacity  in  the  Eastern  Dis¬ 
trict.  In  addition  to  the^  causes  of  overcapacity,  other 
factors  such  as  the  changing  pattern  of  manufacturing 
activity  and  consumer  demand  liave  had  a  major  impact 
on  track  capacity. 

There  are  two  general  causes  of  excess  capacity  in 
the  rail  industry — duplication  of  facilities  which  are 
not  fully  utilized  and  duplication  of  services  which  are 
economically  marginal  or  not  justified.  Duplication  of 
facilities  is  the  maintenance  by  two  or  more  railroads 
of  similar  fixed  facilities  in  a  specified  area,  with 


neither  being  utilized  to-  capacity.  Maintaining  a  rail¬ 
road  line  not  specifically  needed  to  generate  or 
handle  traffic  is  a  misallocation  of  scarce  resources 
which  could  be  used  more  productively  at  other  loca¬ 
tions.  Manpower  can  also  be  saved  and  land  made  avail¬ 
able  for  more  pi-oductive  uses.  Coordinations  will  also 
result  in  a  reduction  of  related  administrative  expenses. 

Duplication  of  services  occui*s  where,  two  or  more 
railroads  seiwe  a  specific  geographic  area  which  does 
not  generate  sufficient  rail  traffic  to  justify  service  by 
that  many  railroads.  In  such  cases,  service  by  fewer 
railroads  at  a  specific  point  woidd  result  in  a  total  sav¬ 
ings  to  the  industiy  in  addition  to  improving  the  qual¬ 
ity  of  service  or  arresting  its  deterioration. 

Types  of  Coordination  Agreements 

The  most  common  method  of  reducing  duplication  of 
facilities  is  the  use  of  the  joint  facility  agi’eement 
whereby  two  or  more  railroads  use  a  single  fixed  facility 
such  as  a  main  line,  service  facility  or  yartl.  The  typical 
agreement  calls  for  the  tenant  railroad  to  share  the 
investment  cost  of  the  owning  railroad  as  well  as  the 
maintenance  expense. 

A  second  method  of  cooi  dination  is  i)ooling,  which  is 
useful  ill  dealing  ivith  l>oth  service  and  facility  dupli¬ 
cation.  Pooling  is  an  arrangement  whereby  two  rail¬ 
roads  use  one  railroad’s  train  to  haul  the  cars  of  both. 
Each  railroad  retains  the  revenue  from  its  own  care,  but 
the  cost  of  hauling  them  is  shared. 

Pooling,  in  some  instances,  can  lead  to  a  reduction  in 
conqietition  and  the  net  effect  on  the  quality  of  service 
must  be  taken  into  consideration.  Service  quality  should 
not  be  significantly  affected  since  pooling  involves  a 
mixing  of  traffic,  and  unsatisfactory  service  by  one  rail¬ 
road  not  only  will  affect  its  competitor’s  service  but 
its  own  as  well. 

Agreements  to  exchange  routes  or  transfer  them  to 
another  railroad  repi-esent  another  form  of  coordination 
useful  in  reducing  overcapacity  by  withdrawing  unre¬ 
quired  or  nonviable  lines  from  multiple-railroad  mar¬ 
kets.  For  example,  a  railroad  operating  a  30-mile  bramdi 
line  to  reach  a  market  located  on  or  near  the  main  line  of 
a  comptiting  railroad  may  wish  to  withdraw  and  sell  or 
lease  its  industrial  trackage  in  the  market  to  its^com- 
petitor.  With  the  market  located  on  or  near  a  main  line,, 
the  remaining  railroad  can  offer  customers  better  serv¬ 
ice  at  lower  cost.  Effects  on  scope  and  level  of  competi¬ 
tion  brought  on  by  such  exchanges  must  be  analyzed. 

USRA  Coordination  Efforts 

The  Association  has  actively  suggested  and  encour¬ 
aged  coordination  under  Section  202(b)  (5)  of  the  Act. 
Meetings  have  been  held  with  all  railroads  in  the  Region 
to  explain  the  goals  and  functions  of  the  process  to 
them  and  to  request  that  they  prepare  lists  of  possible 


■The  coucept  of  major  market  extensions  is  discussed  in  Cliapter-3 
since  their  potential  impact  on  the  profitability  of  the  Region’s  rail¬ 
roads  can  vary  significantly  under  dHTerent  industry  structures.  The 
s|>eclfic  projects  are  listed  in  Appendix  D-3  \#th  the  USRA  determi¬ 
nation  under  Section  206(d)(3). 
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coordination  projects  which  they  would  like  to  pursue. 
After  the  lists  M’ere  received  and  studied,' projects  which 
tlie  railroads  deemed  unworkable  were  eliminated  and 
those  which  appear  feasible  are  l)eing  piven  further 
consideration.  Data  exchanges  with  railroads  wera 
arranged  where  possible,  and  in  many  cases  Association 
staff  inspected  the  facilities  involved.  The  economic 
evaluation  of  each  project  was  left  to  the  individual 
railroads  so  they  could  decide  which  coordinations  to 
l^ursue.  The  Association  acted  as  a  catalyst,  encouraging 
the  speedy  exploration  of  possibilities. 

As  part  of  the  process,  the  Association  studied  joint 
facility  agreements  in  the  West,  which  have  generally 
betm  inoi-e  extensive  than  those  in  the  East.  These  >verc 
with  few  exceptions  found  to  be  successful,  largely  due 
to  a  de.sire  on  the  part  of  senior  management  to  make 
joint  operations  work.'There  had  to  be  mutual  l>enefits, 
of  couise,  with  cooperation  in  the  dispatching  of  trains 
and  specific  responsibility  for  maintenance  and  other 
operational  activities.  The  Association  will  continue  to 
encourage  joint  oi)erations  as  a  method  to  reduce  dupli¬ 
cation  of  facilities  and  btffter  utilization  of  capacity.  It 
is  anticipated  that  the  entire  coordination  pixxjess  will 
.continue  through  and  l)eyond  development  of  the  Final 
System  Plan.  Implementation  of  .some  of  the  larger  and 
more  complex  projects  will  take  several  years.  In  the 
meantime,  the  Association  continues  to  meet  with  the 
railroads  to  look  for  possible  additions  to  the  lists  of 
coordinations  and  to  evaluate  them  from  a  regional 
viewpoint. 

Coordination  and  Minor  Market  Change  Projects 

Api>endix  I)-l  details  trackage  coordination  and 
ininoi-  market  extension  projects.  These  are  under  active 
study  for  possible  inclusion  in  the  Final  System  Plan. 

Appendix  I)-2  lists  the  studied  light-density  lines 
which,  having  been  analyzed,  are  not  recommended  for 
inclusion  in  the  ConRail  System,  and  which  are  crossed 
by  or  connected  to  one  or  more  solvent  railroads.  Al¬ 
though  these  lines  may  not  be  included  in  CoirRail, 
some  juay  be  profitable  to  an  acquiring  railroad  and  for 
that  reason  have  been  otfered  to  such  railroads  for 
potential  acquisition.  Such  acquisitions  are  for  the  sole 
puri)ose  of  continuation  of  services  on  light-density 
lines  and  cannot  l)e  used  as  a  devi(;e  to  cii*ate  additional 
competitive  routes.  It  is  uncertain  at  this  time  as  to  the 
extent  of  intere.st  the  solvents  will  display  in  acquiring 
these  lines. 

Since  trackage  coordination  i)rojects,  minor  market 
changes  (both  of  which  are  listed  in  Appendix  D-1) 
and  the  transfer  of  light-density  lines  (cited  in  Appen¬ 
dix  D-2)  to  be  implemented  under  the  Final  System 
Plan  involve  the  transfei'  of  lights  or  proiierty  to  a 
profitable  rail  load,  they  are  subject  to  the  provisions  of 
Section  206(d)  (3)  of  the  Act.  In  fulfilling  these  provi¬ 
sions,  the  As.sociation  has  found  that  the  projects  in. 


these  appendixes  will  not  materially  impair  the  profit¬ 
ability,  either  singly  or  cumulatively,  of  any  railroad  iu 
the  Region  or  of  ConRail.  This  finding  is  based  on  the 
fact  that  implementation  will  be  by  mutual  consent  of 
the  parties  involved,  will  produce  cost  savings  for  then  , 
or  in  the  case  of  light-density  lines,  will  involve  in¬ 
significant  traffic  shifts  which  will  have  a  minimal  ef¬ 
fect  on  connecting  carriers. 

Therefore,  all  the  projects  listed  la  these  appendixe.^ 
will  be  eligible  for  implementation  under  the  Final 
Sy.stem  Plan,  but  it  is  emphasized  that  financial  terms 
and  other  conditions  essential  to  ultimate  consumma¬ 
tion  of  these  projects  have  not  as  yet  been  determined 
nor  acceiffed  by  the  parties  involved.  It  would  thus  be 
premature  to  conclude  that  all  will  be  in  the’  Final 
System  Plan.  Not  only  do  they  require  the  consent  of 
the  parties  to  l>e  transacted,  but  there  are  also  conflicts 
Ix'tween  the  various  projects  that  will  be  resolved  prior' 
to  the  Final  System  Plan.  Under  further  analysis,  some 
may  prove  desirable  while  others  may  be  dropjied  from 
the  Final  System  Plan  when  the  ConRail  operating 
plan  is  further  refined.  Because  of  the  tentative  nature 
of  the  i)roject3,  anticipated  benefits  are  not  included  in 
the  pro  formas  in  Chapter  14. 

These  j^rojects  are  presented  here  to  elicit  public  dis-' 
cussion  and  afford  an  opportunity  to  comment  at  the 
Rail  Services  Planning  Office  hearings.  Also  they  are 
designed  to  facilitate  the  findings  to  be  made  by  the 
Inteistate  Commerce  Commission  under  provisions  of 
Section  206(d)  (3)  of  the  Act.  Additional  projects  will 
l)e  developed  between  publication  of  the  Preliminarji 
and  Final  System  Plans.  Such  projects  will  fall  under 
the  provisions  of  Section  206(g)  of  the  Act  to  the  extent 
that  they  are  within  the  scope  of  that  section.  Under 
those  provisions,  these  projects  will  be  ineligible  for  im¬ 
plementation  and  inclusion  under  the  Final  System 
Plan  but  may  be  recommended  in  it.  IVhere  applicable 
they  will  be  subject  to  normal  hearing  procedures  of  the 
Inteistate  Commerce  Commission  under  Section  5  of 
the  Interstate  Commerce  Act. 

Major  Market  Extensions 

Appendix  D-3  lists  the  major  market  extension.^ 
which  have  been  proposed  by  the  railroads  and  USRA. 
This  appendix  is  divided  into  two  sections,  the  first  of 
which  lists  those  projects  as  to  which  the  Association 
is  unable  to  determine  pursuant  to  Section  206(d)(3) 
that  such  extensions  would  not  materially  impair  the 
profitability  of  railroads  in  the  Region  or  of  ConRail. 
The  second  part  of  Appendix  D-3  lists  those  major 
market  extensions  which  the  Association,  based  on  cui  - 
rently  available  information,  believes  would  not  mate¬ 
rially  impair  the  profitability  of  other  railroads  in  the 
Region  or  of  ConRail.  In  certain  instances,  in  order  to 
qualify  for  the  latter  finding,  the  Association  has  modi¬ 
fied  the  projects  as  originally  proposed. 
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Other  G>ordincition  and  Mcnrket  Extensions 

Appendix  I)-4  lists  proposed  coordination  projects 
and  market  extensions  whicli  do  not  require  the  As¬ 
sociation  to  make  a  finding  under  Section  206(d)(3). 
0  hese  jnxqeets  involve  acquisitions  of  portions  of  solvent 
railroads  br  the  Con  Rail  system  to  be  established  under 
the  Act. 

Conclusion 

Tlie  Association  concludes  that  coordination  activi¬ 
ties  should  lx;  puisued  as  much  as  possible  during  and 


beyond  the  plannkig  pei-iod.  Successful  implementation 
of  eoordinatkm  projects  can  result  in  significant  eco¬ 
nomic  benefits  for  many  of  the  Region’s  railroads.  Po¬ 
tential  positive  hnpwts  also  include  improvement  and 
preservation  of  service. 

The  Association  will  continue  actively  to  identify, 
study  and  implement  eoordinatkm  epportunities  among 
the  railroads  in  keeping  with  its  mandate  under  the 
Act.  The  structure  of  CouRail  and  other  railroads  must 
change  in  res[)onse  to  market  forces.  Coordination  will 
bo  a  vital  tt)ol  in  this  cvohiticmary  piocess. 
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Operating  the  Restructured 
Rail  System 

T'he  cost  of  moving  trains  and  related  expenses  consumes  about  half 
the  revenues  of  the  bankrupt  railroads  in  the  Region,  Improved  efficiency 
in  operatmg  trains  significantly  influences  requirements  for  equipment 
and  facilities  and  directly  affects  the  future  economic  self-sufficiency 
of  ConRail. 

An  indication  of  the  complexity  of  existing  transportation  operations 
is  that  the  bankrupt  carriers  receive  for  movement  4^,000  cars  daily.  In 
preparing  its  preliminary  operating  plan,  USRA  made  detailed  analyses 
of  the  more  critical  operating  factors.  These  studies  identified  both 
potential  cost  reductions  and  future  equipment  and  facilities  requirements. 

Studies  completed  to  date  indicate  that,  as  ConRaiVs  volume  in¬ 
creases  between  1976  and  1985,  the  potential  improvement  in  transporta¬ 
tion  expenses  for  the  proposed  ConRail  System  could  produce  annual  cost 
savings  of  almost  $80  million  compared  to  1973  levels.  A  nticipated  savings 
in  the  amount  bankrupts  spend  to  use  or  hold  the  cars  of  other  lines  are  $30 
million  annually,  calculated  on  the  same  basis. 

A  more  detailed  discussion  of  analytic  methods  for  improving  train 
operations  is  contained  in  Appendix  E. 
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The  operations  planning  process  described  in  this 
chapter  is  fundamental  to  the  design  of  the  ConRail 
system.  Several  operating  plans  were  developed  to  ineas- 
uie  the  impact  of  various  alternatives.  To  permit  analy¬ 
sis  of  a  wide  variety  of  operating  plans,  the  Associa¬ 
tion  used  oi>erations  simulation  teclmiques,  employing 
several  computer  models  developed  specifically  for  this 
))lanning  project.  The  models  utilize  the  Association’s 
integrated  traffic  flow  data  base  which  is  described  in 
Appendix  E. 

The  magnitude  and  complexity  of  the  various  com¬ 
binations  of  operations  of  the  bankrupt  railroads  pre¬ 
cluded  using  conventional  techniques  of  analysis.  Each 
1  percent  change  in  the  combined  transportation  ratio 
(transportation  expenses  divided  by  transportation 
revenues)  of  these  railroads  results  in  a  $25  million 
chan^^e  in  their  combined  net  income  or  loss.’  In  1973, 
the  combine<l  transportation  ratio  of  the  bankrupt  rail- 
loads  was  47.0  percent,  or  6.6  percentage  points  higher 
than  the  average  for  all  Class  I  railroads.  Reducing  the 
bankrupt  carriers’  transportation  expenses  to  the  Class 
I  average  would  imply  reduction  in  transportatioa  ex- 
jxinses  of  $165  million  annuall5^  Over  a  10-year  period, 
compoundetl  at  10  percent,  such  a  cost  reduction  would 
liave  a  cumulative  effect  of  improving  earnings  by  $2.6 
billion. 

Although  substantial  improvements  are  possible,  tliey 
<annot  be  identified  through  analysis  of  comparative 
industry  statistics.  The  Association  therefore  studied 
the  operations  of  the  Imnkmpt  railroads  in  detail  to 
identify  an<l  mcjisurc  s^^ecific  improvement  opportuni¬ 
ties. 

The.  operations  analysis  task  was  made  more  difficult 
by  the  complexity  of  the  railroads’  operations.  The  com¬ 
bined  railroads  move  more  than  42,000  cars  per  day 
among  moro  than  8,000  stations  and  interchange  junc¬ 
tions.  To  radtice  the  potential  64  million  origin-destina¬ 
tion  station  pairs  to  a  manageable  numlier.  the  stations 
Avei-e  grouj-ed  into  517  normal  “gathering  areas” 
•  or  nodes  (267,000  potential  pahs).  The.se  were  then 
combined  into  147  “supernodes”  for  preliminary  plan¬ 
ning  purposes.  A  map  of  this  network  is  included  in 
ApiJendix  E. 

The  147  su|)ernodc  netwoik  involved  21,600  active 
flows  and  ]mtential  blocks.  By  comparistm,  a  similar 
study  on  a  major  railroad  handling  about  20  percent 
of  the  A’ohrme  of  the  combined  ConRail  carriers  in¬ 
volved  less  than  5  peivent  of  the  active  flows  to  be 
analyzed.  1  lie  complexity  of  tlie  system  api>ears  to  in¬ 
crease  approximately  as  the  square  of  the  volume. 

Even  with  the  82)00  stations  and  interchange  junc¬ 
tions  compres.Tod  into  147  supernodes,  carrying  out  the 
operating  simulations  in  a  single  pass  approached  the 
capacity  of  a  large' computer.  Earlier  manual  efforts  to 


*  Unless  otherwise  indicated,  all  statistical  analyses  inclode  the  Brie 
Lackawanna  Railroad  as  well  as  the  bankrupt  railroads  covered  by  the 
Act. 


balance  the  system  operations  proved  too  complex  for 
iterative  analysis. 

How’ever,  even  the  147  supernotle  network  was  too 
general  for  some  analyses.  Multi-stage  analyses  were 
required,  so  that  the  analysis  was  on  the  one  hand  suf¬ 
ficiently  detailed,  and  on  the  other  hand,  within  the 
capacity  of  the  computer  and  the  capabilities  of  the 
analyst.  To  as.sure  that  the  operations  simulation  tech¬ 
niques  were  realistic,  the  programs  wciv  calibrated  to 
the  existing  operation  and  w'ere  designed  td  facilitate 
subsequent  detailed  implementation  planning. 

Critical  Leverage  Factors 

There  is  considerable  leverage  in  railroad  fi-eight 
operations.  Transportation  expenses  (wliich  do  not  in¬ 
clude  maintenarice)  of  the  bankrupt  railroads  exceeded 
$1  billion  in  1973,  consuming  nearly  half  the  system 
revenues.  The  operating  and  maintenance  departments 
of  the  bankrupts  employ  92  percent  of  the  total  of  105,- 
000  employees.  Train  and  engine  service  employees  ac¬ 
count  for  36  i)ercent  of  all  employees  of  the  bankrupt 
railroads.  In  addition  to  directly  influencing  employ¬ 
ment  and  transpoi’tation  costs,  the  operating  plan  also 
has  significant  effects  on  car  use  and  net  car  hire  and 
ownership  costs.  In  1973,  net  car  hire  alone  enst  the 
bankrupt  roads  $283  million. 

Operating  Ratios 

It  is  useful  to  consider  the  performance  of  Penn  Cen¬ 
tral  and  the  other  bankrupts  relative  to  industry  norms. 
The  critical  statistics  of  these  railroads,  shown  in  Table 
1  and  summarized  below,  gives  some  mea.sure  of  their 
relative  performance  and  helps  to  identify  key  problem 
areas. 

Operating  Rating,  J97S 
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Bankrupts 

Class  I 
railroads 

47.0 

40.4 

14.0 

13.1 

11.5 

12.5 

83.3 

79.4 

73.7 

82.1 

11.4 

5.9 

Tlie  bankrupts’  operations  were  more  costly  per 
revenue  dollar  than  the  average  for  Class  I  railroads, 
with  higlier  transportation  costs  accounting  for  the  dif¬ 
ference.  The  seeming  ‘^*fficiency”  of  the  bankrupts  in 
maintenance  of  way  actually  reflects  a  greater  deferral 
of  maintenance  in  the  bankrupts  than  the  average.  The 
operating  ratio  required  for  the  bankrupts  to  break 
even  in  terms  of  ordinary  net  income  is  considerably 
lower  than  the  operating  ratio  retjuired  by  the  rest  of 
the  industry.  Tliis  reflects  the  bankrupts’  high  level  of 
costs,  not  included  in  calculating  the  operating  ratios. 
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especially  equipment  I’ents  and  leases.  In  order  to  break  Thus,  operating  ratio  analysis  indicates  that,  in  oper- 

even  in  1973,  the  bankrupts  required  an  operating  ratio  ating  their  railroads  and  in  utilizing  their  equipment, 

8  percentage  points  lower  than  the  industry  norm,  yet  the  bankrupts  are  significantly  less  efficient  in  relation . 

their  operating  ratio  was  4  percentage  points  higher.  to  revenues  than  other  railroads. 

^  *  • 

Tablr  1. — OTperaling  ratios  (including  EL  operations),  197S 


Bankrupts 

weighted 

average 

PC 

EL 

RDO 

CNJ 

LV 

AA 

Average 

ClassI 

Average 

Southern 

District 

Average 

Western 

District 

Operating  ratio  1 . 

88.3 

62.7 

88.4 

87.2 

89.7 

87.5 

97.0 

79.4 

713 

77.8 

Transportation  Ratio*. . 

47.0 

47.0 

47.1 

45.6 

51.2 

414 

49.2 

4a4 

35.6' 

89.3 

Maintenance  of  equipment  ratio  (excluding  depre¬ 
ciation*) . 

110 

18.0 

■  118 

111 

13.4 

17.4 

19.9 

lAl 

12.8 

12.9 

Maintenance  of  way  ratio  (excluding  depreciation  0 . 

11.5 

11.5 

11.4 

12.4 

8.7 

11.5 

113 

12.5 

18.4 

V  18.0 

Traffic  ratio  • . 

1.8 

1.0 

.  2.0 

2.8 

1.6 

3.0 

1.7 

2.2 

2.1 

2.8 

Breakeven  operating  ratio  . . 

78.7 

78.1 

.77.0 

77.1 

75.6 

70.4 

70.7 

^82.1 

83.2 

814 

Equipment  net  debit  ratio  *... . 

11.4 

11.7 

9.7 

7.6 

11.7 

15.9 

12.0 

5.9 

5.8 
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*  Railway  operating  eipenaes/railway  operating  revennes.  *  Trafflo  total/railway  operating  revenue. 

*  Transportation— Rail  line— Total/railway  operating  revenues.  *  Railway  operating  expenses  less  net  income/railway  operating  revenues. 

>  Maintenance  of  equipment  total  less  depreciation  (accounts  305  and  SSl)/railway  ^  Hire  of  freight  cars  and  highway  revenue  equipment  (debit  balance  accounts  122 
operating  revenues.  less  credit  balance  accounts  115)/rallway  operating  revenue. 

*  Maintenance  of  way  and  structures  total  less  depreciation  (acqpunt  2M)/hd)way 
operating  revenues. 

Transportation  Expenses  bankrupts  generated  only  78  percent  of  the  gross  ton 

A  comparison  of  freight  expenses  per  1,000  gross  ton  miles  per  crew  hour  generated  by  Class  I  railroads  as  a 
miles  (GTM)  is  shown  in  Table  2.  The  bankrupts’ com-  whole. 

bined  freight  expenses  per  1,000  GTM  is  about  $1.60  Further  analysis  reveals  that  the  bankrupts’  opera-  ’ 
higher  than  the  average  Class  I  railroad,  with  higher  tions,  in  terms  of  total  crew  hours,  are  12  percent  more 

transportation  costs  accounting  for  the  entire  difference.  yard  intensive  than  the  average.  Thus,  the  bankrupts  re- 

Analysis  of  the  bankrupts’  labor  productivity  explains  quire  more  crew  hours  per  unit  of  production  than  their 

in  part  why  the  transportation  function  is  out  of  line  competition,  and  a  higher  proportion  of  these  crew 

compared  with  that  of  the  rest  of  the  industry;  the  hours  are  used  for  yard  switching,  indicating  a  more 


Table  2. — Comparative  freight  expenses  per  1,000  gross  ton-miles 


Dollars  per  1,003  gross  ton-miles 

Bankrupts 

weighted 

average 

PC 

EL 

RDQ 

CNJ 

LV 

AA 

Average 

ClassI 

Average 

Southern 

DlsUM 

Average 

Western 

District 

Freight  expenses; 

1973 . 

7.52 

7.35 

,  6.53 

12.98 

2L00 

A66 

laio 

6.98 

6.60 

5.45 

Freight  transportation  expenses: 

1973 . 

177 

170 

107 

8.82 

17.78 

ISO 

5.08 

3.10 

2.72 

2.79 

Maintenance  of  equipment  (freight)  expenses 
(including  depredation): 

1973 . 

1.72 

1.67 

1.46 

3.18 

5.80 

1.06 

2.66 

1.37 

1.82 

1.21 

Maintenance  of  way  (freight)  expenses  (includ¬ 
ing  depredation): 

197s . 

1.82 

1.80 

1.07 

2.54 

8.66 

1.81 

1.67 

1.10 

L18 

l.CO 

Direct  Labor  Productivity 


1,000  grsss  ton-miles  per  crew  hour: 

1978 . 

22.83 

28.55 

28.27 

11.85 

4.16 

21.72 

2a  86 

20.18 

25.20 

85.58  1 

Dollar  revenuee  per  crew  hour: 

24LC5 

1978 . 

200.46 

203.86 

216.76 

169.48 

01.44 

208.07 

20a03 

217.41 

188.86 

Percent  crew  hours  yard  switching; 

40.  IS 

1973 . 

58.58 

59166 

67.47 

53.45 

55.48 

48.15 

4a  82 

5Z80 

47.63 

PC  role  fn  railroad  industry 
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Revenues 

Gross  ton-miles 

Total  crew  hours 

Train  hours 

Train  Sw  hours 

Yard  Sw  hours 

PC  percent  all  Class  I. . 

12.87 

15.64 

10.64 

18.27 

18. 10 
ia96 

.  12.44 
15.81 

a  10  1 
ia40  1 

15.91 

1  19.00 

57 
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irith  11  percent  moving  and  20  percent  in  shipper 
hands. 


labor-intenmve,  yard-onented  railroad  operation  than 
the  average.  For  this  type  of  operation,  the  bankrupts 
received  <Hily  92  percent  of  the  average  rail  revenue 
per  gross  ton  mile. 


Focus  of  Operations  Analysis 

From  statistical  analyses,  transportation  operations 
and  equipment  utilization  appear  to  be  key  leverage 
points  in  charting  a  course  toward  improved  efficiency 
and  financial  viability  for  the  bankrupts.  In  particular, 
it  appears  that  operational  improvements  should  be 
sought  in  yards. 

The  Penn  Centml  and  other  bankrupt  carriers  are 
kuown  to  be  yard  intensive.  Altliou^i  the  bankrupts’ 
share  of  train  houi*s  is  close  to  their  share  of  the  reve¬ 
nues  of  tlu*.  industiy  as  a  whole,  botli  of  these  exceed 
the  proportion  of  GTM  produced.  These  figures  and 
other  statistics,  along  with  field  observations,  focused 
the  operations  planning  process  on  yard  and  train 
operati<ms.  , 

Productivity  of  yai'd  and  train  operations  was  ana¬ 
lyzed  to  determinjB  the  extent  to  which  prodnetivity 
could  be  improved  through  better  managcjnent  and  im¬ 
proved  facilities.  Direct  labor  cost  for  crews  represents 
about  21  percent  of  the  combined  gross  revenues  of  the 
bankrupts  compared  with  only  17  percent  of  the  reve¬ 
nues  for  railroads  on  the  average,  USRA  also  analyzed 
the  indirect  labor  and  other  costs  associated  with  opera¬ 
tions.  These  studies  reviewed  potential  manpower  re¬ 
quirements  resulting  from  a  merger  of  the  bankrupt 
railroads,  improvements  in  the  work  pj-ocesses  used  by 
bankrupt  carriers  and  in  the  quality  of  the*  work  being 
performed. 


Equipment  Ownership  Costs 

Statk^ics  on  earloadmg  cycles  were  developed  by 
Reebie  Associates  for  the  Federal  Railroad  Administra¬ 
tion’s  Demurrage  Study.  This  study,  baserl  on  a  15,600- 
car  nationwide  sample,  indicated  that  i-aili'oad  cars 
B»>end  an  inordinate  amount  of  time  in  yards  instead 
cf  moving. 

As  shown  in  Figure  1,  loaded  and  empty  cars  in  this 
Siiinple  consumed  approximately  62  percent  of  tlieir 
load-to-lood  cycle  time  in  yards.  This  represents  15.8 
days  of  the  average  cyde  of  25.6  days.  The  cuetomers 


F««UI(C  I 


AVERAGE  ROUIPMEKT  TRIP  CYCLE 


*ff  CUSTOMER 
CONTROL 
?3.ev 
60  DATS 


LOA04NG 

11 

2.9  DAYS 


UNLOAOtNG 

12.1% 

31  DAYS 


LOADED  MOVEMENT 


79% 

2  0  DAYS 


Improving  Sorvico 

Shippers  have  placed  great  emphasis  on  the  need  for 
railroads  to  provide  a  fast,  reliable  service.  The  rail¬ 
roads’  failure  to  match  motor  carriers  in  this  respect 
over  the  years  in  potentially  competitive  markets  has 
resulted  in  an  inherent  discounting  of  rail  rates.  Only 
in  selective  cases  have  railroads  reversed  this  trend.  On 
the  other  hand,  as  shippers  choose  among  available  rail 
routes,  improvements  in  service  in  tenns  of  reliability 
and  transit  time  by  one  railroad  or  route  can  have  a  sig¬ 
nificant  competitive  impact. 

Making  rail  transit  time  competitive  with  that  of 
motor  carriers  is,  of  couise,  quite  difficult  since  the  dif¬ 
ference  between  the  two  is  normally  very  great.  As 
shown  in  Figure  1,  however,  there  is  much  room  for 
improvement  through  the  reduction  of  time  in  yards. 
The  railroad.s’  transit  time  problems  are  primarily  the 
result  of  the  queuing  time  involved  in  sorting  and  re¬ 
grouping  traffic  in  successive  yards ;  slow  orders  on  the 
road  only  compoimd  the  problem. 

A  recent  study  by  MIT  for  the  Federal  Railroad  Ad¬ 
ministration  suggested  that  the  single  most  important 
deterrent  to  reliable  rail  service  is  the  frequent  rehan¬ 
dling  of  care  at  yards  enroute  from  origin  to  destina- 


EMTTV 

MOVEMENT 

67% 

L  1  7  DAYS 


MOVING 
14.6% 
37  DAYS 


TERMINAL  YARDS 
-  EMPTY 
17  7»« 

4  4  DAYS 


TERMINAL  YARDS 
LOAD 
11  ?% 

2  9  DA>S 


TERMINAL  YARDS  78  4" 
7  3  DAYS 


AVERAGE  CYCLE  TIME  2S6DAYS 
DERIVED  fROM  TIME  DiSTRiBUTIOHS  BASED 
ON  SAMPLE  Of  15.S49CAR  RECORDS  OUT  OF 
1971  CAR  FLEET  TOTAL  OF  1  767.000  tlNCLUOES 
SYSTEM  AMO  PRIVATE  CARS 
FRA  REPORT  FRA-OE-73-1 


themselves  had  the  care  under  their  control  less  than 
24  percent  of  the  cycle  time,  or  6.0  da3rs.  Loaded  and 
empty  cars  actually  moved  less  than  15  percent  of  the 
time,  representing  3.7  days. 

A  similar  analysis  was  made  for  car  movements  in 
the  “Eastern  District”  where  the  bankrupt  railroads 
dominate.  This  study  found  that,  compared  with  the  na¬ 
tional  sample,  cars  in  the  Eastern  District  spend  some¬ 
what  more  time  in  terminal  yards  and  somewhat  less 
time  in  intermediate  yards.  On  an  overall  basis,  69  per¬ 
cent  of  the  total  cycle  time  is  spent  in  yards,  compared 
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tion.”  The  statistics  oii  car  cycles  citcil  above  confirm 
that  ti'nnsit  times  can  be  improved  sijmificantly  by  re¬ 
ducing  the  number  of  days  that  ears  spend  in  yards 
enronte  from  origin  to  destination.  This  would  also  sig¬ 
nificantly  reduce  equipment  fleet  requirements  and  yard 
crew  and  clerical  work  loads  and  eventually  reduce  pres¬ 
sures  to  discount  rates  to  offset  service  deficiencies. 

Improving  Operations 

Changing  railroad  oi>erations  requires  challenging 
the  implicit  assumption  of  many  reilroad  planners  and 
executives  that  further  improvements  to  their  opera¬ 
tions  in  competitive  markets,  though  desirable,  are  pre¬ 
cluded  by  labor,  marketing,  financial  or  other  con¬ 
straints  beyond  their  control.  As  the  bankrupt  roads, 
however,  spend  over  one  billion  dollars  (not  including 
car  hire)  for  transportation  each  year,  this  activity 
.should  be  subject  to  careful  planning  and  control.  Un¬ 
fortunately,  like  most  railroads,  the  bankrupts  have 
neitlier  sufficient  information  to  plan  nor  satisfactor>' 
systems  to  control  their  operations. 

For  exaniple,  the  bankrupt  railroads  did  not  have 
a  current  origin-destination  traffic  flow  analysis,  which 
is  as  basic  to  transpoitation  planning  as  production 
statistics  and  projections  are  to  manufacturing.  Such 
data  can  l)e  obtained  from  the  car  movement  and  inter¬ 
line  alistract  records  alread.y  available  in  the  bankrupts’ 
data  bases.  Engineered  performance  standards  and  con¬ 
trols  for  men  and  equipment  arc  virtually  nonexistent 
on  these  railroads.  A  few.  railroads,  notably  the  most 
profitable  ones,  have  recently  invested  in  equipment 
control  systems;  on  the  bankrupts,  howev^er,  equip¬ 
ment  control  is  still  ncMninal. 

These  and  other  railroads  remain  perhaps  the  largest 
businesses  in  the  United  States  in  which,  with  a  few 
exceptions,  the  primary  productum  functions  and  assets 
are  not  vet  regularly  planned  and  controlled.  Fortu¬ 
nately,  it  appears  that  efforts  to  plan  oj^rations  have 
begtm  in  recent  years,  as  opportunities  to  lower  costs  by 
reduced  maintenance  of  the  plant  have  disappeared.  As 
a  result  of  their  worsening  situation,  railroads  generally 
are  beginning  to  become  alert  to  opportunities  to  im¬ 
prove  their  operations  and  service  through  integrated 
planning  and  control.  Much  remains  to  be  done  and 
most  of  it  is  within  the  control  of  management. 

Rail  Opofxitiens  Alternatives 

•The  movement  of  a  carload  of  freight  from  one  point 
to  another  wi  a  railroad  system  is  surrounded  by  a 
mystique  that  tends  to  discourage  those  who  have  not 
grown  up  in  railroad  operations  from  taking  the  time 
required  to  understand  it.  Actually,  rail  operations  are 

*  Transportation  S.vstems  Division.  Department  ot  Civil  Enflneeriaf, 
Massachusetts  Institute  of  Technology,  XaU  Trip  Time  ReUaMtty: 
Kveluation  of  Performance  Meaturea  anH  Analpaia  of  Trip  Time  DmUt. 
Studies  in  Railroad  Operations  and  Economics.  Cambridge,  Maas., 
02139.  June  1972. 


relatively  straiglitforward  in  concept.  It  is  the  number 
and  variety  of  combinations  of  flows  which  complicate 
tlie  process.  There  are  two  basic  functions  in  handling 
carload  freight :  movement  and  sorting. 

The  movement  function  is  usually  defined  by  the 
origin,  destination  and  the  route  designated  by  the 
shipper  on  the  bill  of  lading.  Noimally  the  shipper 
specifies  a  preferred  “seiwice  route.”  If  the  shipper  does 
not  designate  the  route  the  originating  railroad’s  agent 
designates  the  most  ‘^favorable”  route  (called  the  “long- 
haul”  route)  for  the  originating  railroad.  It  should  lie 
noted  that,  due  to  the  generalized  nature  of  railroad 
costing,  the  most  “favorable”  or  long-haul  route  may  or 
may  not  lie  the  most  profitable  route.  Beyond  the  “long- 
haul”  route,  the  agent  may  have  some  discretion  in  the 
selection  of  carriers  to  destination  as.  long  as  the  lowest 
rate  applies.  The  routing  choice  is  discussed  in  greater 
detail  in  Chapter  9. 

The  route  shown  on  the  waybill  designates  only  the 
origin  and  destination  of  the  movement  on  a  given  rail¬ 
road.  Normally,  tlu*.  routing  of  the  car  over  that  railroad 
from  its  origin  (or  on-line  junction)  to  destination  (or 
off-line  junction)  is  at  the  discretion  of  the  railroad. 

Generally  a  railroad  has  only  one  practical  route  via 
its  own  lines  between  a  given  origin  and  destination.  In 
the  case  of  the  bankrupt  railroads,  several  alternate 
routes  exist,  although  one  typically  would  be  preferred. 

Where  there  is  a  choice  of  route,  the  choice  is  usually 
made  on  the  basis  of  distance,  capacity,  speed,  grades, 
condition  of  track  and  intermediate  points  served.  The 
selected  line  noinially  gets  tho  investment,  mainten¬ 
ance  and  service  to  become  and  remain  dominant. 

For  ConRail,  the  cost  of  acquiring  and  rehabilitating 
lines  is  not  a  sunk  cost.  Tlie  long  term  choice  of  routes 
therefore  can  Ik»  reevaluated.  Once  that  choice  (and  in¬ 
vestment)  has  l)een  made,  the  routing  for  a  given  move¬ 
ment  will  become  virtually  automatic.  Given  the  origin 
and  destination  of  a  carload  morement,  its  normal  route 
(and  the  work  load  and  cost  involved  in  moving  the 
car)  will  l>e  easilj’  ascertained. 

It  is  in  the  sorting  (or  classification)  function  that 
management  often  has  many  options.  Classification  pol¬ 
icies  tend  to  be  relatively  rigid,  but  there  is  normally 
more  flexibility  in  setting  these  policies  than  in  the 
choice  of  routes  for  movement.  A  typical  movement  i  i 
illustrated  in  Figure  2. 

FIGURE  2 

TYPICAL  CAR  MOVEMENT 
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Typically,  a  car  released  by  a  i^ipper  is  mov^  by  a 
switch  engine  from  the  shipper’s  siding  to  a  local  yard. 
From  there  it  will  be  grouped  with  other  outbound  cars 
and  transferred  to  the  main  classification  yard  by  a 
transfer  or  road  crew.  At  the  main  classification  yard, 
the  inbound  cars  will  be  classified  (flat-switched  or  grav-- 
ity-huraped)  into  blocks  according  to  outbound  destina¬ 
tion.  At  this  point,  there  are  usually  several  potential 
choices,  although  classification  policies  generally  pre¬ 
scribe  a  specific  block  for  each  destinati<m. 

To  understand  es^isting  blocking  policies,  it  is  neces- 
sarv^  to  consider  how  they  evolved.  Before  railroads  had 
effective  competition,  most  railroad  managers  believed 
that  the  way  to  maximize  overall  profits  was  to  obtain 
the  maximum  productivity  from  each  individual  yard 
and  road  crew.  Utilization  of  assets  was  ignored.  It  was 
implicitly  a.ssumed  that,  if  each  yard’s  productivity 
was  maximized,  system  productivity  also  would  be 
maximized. 

For  this,  two  standards  have  been  widely  used  in  the 
raili'oad  industry :  cars  handled  per  yard  engine  hour 
and  gross  ton  miles  per  train  hour.  Though  somewhat 
less  in  favor  today,  theae  two  standards  still  have  a  latent 
influence  on  management  thinking  in  rail  operations, 
and  both  are  counter-productive  to  systemwide  operat¬ 
ing  efficiency  as  well  as  service. 

Can-ied  to  extremes,  these  standards  encourage  the 
“cascading”  of  cars  from  yard  to  yard  in  long  tonnage 
trains,  with  rehandling  several  times  enroute.  Since 
mo  cement  in  this  way  adds  about  a  day’s  delay  for  each 
yarding,  intolerable  delays  (as  well  as  excessive  overall 
switching  cost)  are  the  consequence. 

Recognizing  the  effect  of  this  type  of  operation,  many 
railroads  have  established  “through  blocking”  policies 
to  bypa.ss  intermediate  yards.  Generally,  these  blocking 
plans  move  cars  between  major  classification  yards  and 
major  interchange.  Also,  interchange  cars  are  often 
now  handled  by  “run-through”  trains  moving  directly 
to  or  from  major  classification  yards  of  principal 
connections. 

l"n  fortunately,  some  of  the  benefits  of  bypass  block¬ 
ing  plans  have  been  lost  because  of  a  tendency  to  con¬ 
centrate  classification  capacity  on  the  expedited  move¬ 
ment  of  some  rather  than  all  cars.  Shippers  with  lever¬ 
age  often  are  favored  instead  of  making  the  optimum 
blocks  from  the  standpoint  of  all  traffic.  This  is  a  nat¬ 
ural  occurrence  in  an  industry  where  planning  generally 
has  been  implicitly  defined  as  re^mnding  on  an  ad  hoc 
basis  to  specific  pressures  by  key  customers  or  meeting 
competition  by  another  railroad  in  an  important  market. 

Because  the  rates  are  normally  identical  among  rail 
competitors,  improved  service  through  bypassing  inter¬ 
mediate  yards  is  often  a  railroad’s  most  effective  coni- 
petitive  lever.  It  was  through  this  ad  hoc  process  that 
most  railroad  blocking  policies  evolved.  In  few  cases 
have  they  been  developed  through  systems  analysis  or 
on  any  other  integrated  basis. 


USRA  analyzed  the  traffic  flows-  and  the  blocking 
and  scheduling  policies  of  the  bankrupt  railroads.  It 
appears  that  the  basic  blocking  plan  of  the  Penn  Central 
is  relatively  efficient,  especially  with  respect  to  inter¬ 
mediate  yards.  On  the  other  hand,  PC  appears  to  have 
congestion  problems  in  the  origin  and  destination 
terminals.  Revised  blocking  policies  might  relieve  the 
congestion  and  reduce  the  work  load  at  these  points. 

Moving  the  sorting  function  could  thus  affect  not 
only  the  location  but  also  the  magnitude  of  C!!onRail’s 
capital  investment.  Investment  in  acquisition  and  re¬ 
habilitation  of  facilities,  as  w'ell  as  closing  or  down¬ 
grading  yards,  will  be  determined  in  part  by  blocking 
policies.  The  main  lines  connecting  these  facilities  also 
are  influenced  by  the  blocking  plan. 

Operations  Planning  Process 

The  operations  planning  process  focused  cm  the  criti¬ 
cal  factors  previously  discussed.  USRA  used  an  iter¬ 
ative  planning  process  which  began  with  broad  over¬ 
view  studies.  These  were  followed  by  increasingly  de¬ 
tailed  studies  focusing  on  problems'  identified  in  the 
broader  studies. 

Overview  Studies 

The  overview  approach  is  based  on  field  observations 
and  analysis,  using  comparisons  with  other  railroads 
and  authoritative  estimates  of  the  impact  of  potential 
changes.  Included  in  the  overview  phase  was  an  inten¬ 
sive  30-day  study  of  the  bankrupts  by  five  railroad  vice 
presidents  with  operating  experience  outside  the 
Region. 

To  develop  an  operating  plan,  it  is  necessary  to  have 
some  concept  of  the  plan’s  results.  The  overview  studies 
initially  were  used  to  provide  preliminary  assumptions 
for  USRA’s  Office  of  Financial  Planning.  This  enabled 
Financial  Planning  to  make  order-of-magnitude  esti¬ 
mates  of  the  viability  of  the  various  strategic  opticms. 
Tlie  overview  analyses  were  also  used  for  estimating 
the  sensitivity  of  viability  to  changes  in  basic  assump¬ 
tions  such  as  traffic  growth,  network  size,  etc. 

Datailad  Studies 

The  detailed  studies  used  data  on  traffic  flows  within 
the  system  to  develop  an  operating  plan  through  simu¬ 
lation  of  current  and  projected  traffic  movements.  The 
operating  plans  were  then  used  to  estimate  the  equip¬ 
ment,  facility  and  manpower  changes  that  may  be  an¬ 
ticipated  under  a  given  option.  Ultimately,  these  were 
translated  into  an  effect  on  pro  forma  income  and  cash 
flow  statements  and  balance  sheets. 

The  detailed  studies  are  more  time  consuming  than 
overview  studies  but  they  yield  significant  differentia¬ 
tions  betw’een  the  strategic  options  under  consideration. 
They  also  provide  a  basis  for  the  analyses  necessary 
fov  implementation  of  an  operating  plan. 
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Consideration  of  alternate  systems  by  USRA  gave 
an  additional  dimension  to  the  planning  effort.  In 
tion  to  the  strategic  options  discussed  in  Chapter  3, 
several  other  policy  alternatives  are  being  analyzed. 
These  include : 

•  Variations  in  the  railroad's  pick  up  and  delivery 
role, 

•  Valuations  in  the  extent  and  rate  of  rehabilitation 
and 

•  Inclusion-or  exclusion  of  light-density  lines. 

In  addition,  the  following  technical  options  have  been 
analyzed : 

•  Various  train  sizes,  crew  consists  and  liases  of  i>ay, 

•  Addition  of  major  new  classification  facilities  and 

•  Various  blocking  strategies. 

As  these  changes  and  variations  are  .still  lieing  studied, 
no  estimate  of  benefits  resulting  from  them  has  been  in¬ 
cluded  in  the  Preliminary  System  Plan. 

The  detailed  planning  process  used  computer  simula¬ 
tion  to  analyze  these  options.  A  flow  chari,  Figure  3, 
show’s  the  rclationsliip  betwreon  Uie  various  effoi’te  in 
operations  planning  and  tlie  output  used  by  other 
USR.\.  planning  units.  The  most  significant  operations 
planning  efforts,  whidi  are  described  in  detail  in  Ap- 
jididix  E,  are  as  follows: 

Traffic  Flow  Data  Base. — A  inei’ged  nonduplica- 
tive  origin  and  destination  tiaftic  flow  data  base  was 
develojied  for  the  bankrupt  roads  containing,  fm*  each 
flow,  actual  origin  and .  destination  station,  com- 
motlity,  cais,  tons  aiwl  revenues.  Revenue  abstracts 
Avere*  used  for  loaded  movements.  niovement 
“cycle  close”  records  *  were  used  for  emjities.. 

An  alteniativo  empty  uuivement  algorithm  w’as 
akso  develoiied  for  the  use  wlii‘n  “cycle  close”  records 
Avere  not  available.  High  and  expected  traffic  pro¬ 
jections  for  1980  and  1985,  deve]o{)ed  by  Temple, 
Barker  &  Sloane,  were  iraed  as  one  estimate  of  f\iture 
requirements.  Traffic  jyrojections  incor|>orating  a 
lower  rate  of  growtli  dfirii^  the  next  seAeral  years, 
in  recognition  of  current  economic  conditions,  were 
also  used  to  estimate  future  requirements. 

Blochhig  Sttrfiy. — Stanford  Research  Institute  and 
the  T'^SRA  staff  jointly  dev’cToped  a  proposed  block¬ 
ing  strategy  for  each  option,  using  the  traffic  flow  data 
base  and  analyses  of  yard  capacity.  The  proposed 
bhx’king  strategy  Avas  fed  into  a  specially  developed 
computer  program  Avhich  printed  out  the  workloads 
at  each  yard  node,  the  number  of  times  each  flow  was 
handled  and  tlie  loadings  on  principal  lines.  The  com- 
putei'  also  printed  out  an  analysis  of  each  flow  so  that 

•'*  All  empty  cycle  close  record  coutaias  as  an  origiii  the  interchange 
t>oint  at  which  the  empty  w'ns  received  or  the  location  where  the  car 
clianited  from  load  emptg  atatva;  imttumikm  hi  tie  hitarelwB.ge  de¬ 
livery  point  or  the  point  at  whicli  the  eaptjr  la-  reloaded. 


improveuuMits  could  be  made  in  the  blocking  strategy 
in  successive  iterations. 

The  output  report  showing  yard  and  line  loading 
then  Avas  used  to  test  yard  and  line  caparities.  Train 
miles,  car  miles  and  gross  ton  miles  also^  were  gen¬ 
erated  by  the  computer  for  each  option  to  assess  the 
economic  impact  of  operating  decisions  so  costs  and 
delays  could  be  reduced  in  successive  iterations. 

Yard  and  Tri'minal  Studies. — ^ITSRA’s  staff  visited 
60  yards  and  tenninals  on  bankrupt  roads,  complet¬ 
ing  a  35-page  questionnaire  at  each  terminal.  In  23 
yards,  this  was  supplemented  by  3  con.solting  teams 
provided  by  R.  L.  Hines  Associates,  Inc.  The  teams, 
Avhich  included  cxix?rionced  railroad  engineers,  oper¬ 
ating  officere  and  cost  analy.sts,  estimated  yard  effi¬ 
ciency  and  c.osts_as  well  as  existing  capacity  and 
identified  improA’^ements  needeil  in  the  physical  plant 
and  in  management  techniques;. 

Line  Capneity  Analysis. — Nearly  10,000  miles  of  the 
bankrupt  mainlines  w'ere  included  in  the  various  line 
capacity  studies.  FRA,  RSPO  and  ITSRA  cooperated 
to  determine  mainline  capacities.  The  Train  Per¬ 
formance  Calculator  (TPC)  program  of  Thomas  K. 
Dyer,  Inc.  has  lieen  u.sed  by  all  three  agencies  to  relate 
profile,  alignment,  normal  track  speed  and  slow  orders 
to  train  running  time  and  fuel  consumption.  FRA  also 
used  the  Train  Dispatching  Simulation  model  of  Peat, 
Marwick,  Mitchell  &  Co.  to  simulate  the  movement  of 
trains  over  single,  double  and  multiple  track  config¬ 
urations,  at  various  track  speeds  and  with  a  variety 
of  signal  systems. 

Analyses  lia  ve  been  made  of  the  effect  of  slow  orders 
on  train  delays,  train  crew’  costs  and  locomotive  fle^ 
requirements.  Analyses  also  were  made  of  track  and 
signal  requirements,  as  well  as  various  rehabilitation 
scenarios  given  a  blocking  and  scheduling  plan.  FRA 
has  made  these  data  available  to  USRA. 

Intermadal  Opportunities  to  improve  in- 

termodal  services  were  analyzed,  including  traffic, 
operating  and  cost  studies.  Reebie  Associates,  working 
with  FRA  on  a  related  project,  is  assisting  USRA  in 
this  effoit.  Intennodal  operations  ai*e  discussed  in  de- 
tial  in  Appendix  F. 

Ten'minal  Effectiveness  Studies. — ^USRA’s  Re¬ 
gional  Managers,  assi.sted  by  railroad  persMinel,  are 
making  detailed  analyses  of  sample  industrial  switch¬ 
ing  and  local  operations.  This  study  relates  industry 
sw’itching  work  performed  to  the  revenue  received, 
and  identifies  profit  improvement  opportunities  with 
conventional  rail  pick-np  and  delivery  services. 

Eqwtpment  Utilisation  Study. — Analysis  of  tho 
potential  for  improring  freight  car  utilization  was 
carried  out  for  USRA  by  Strong,  Wishart  &  Asso¬ 
ciates.  The  three  major  tasks  in  tliis  study  were: 

•  A  review  of  car  distribution  policies,  techniques 

and  information  systems, 
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•  A  projection  of  futui-e  freight  car  needs  and 

•  h'xtemal  and  internal  constraints  on  freight  car 

utilization. 

A  study  of  locomotive  i-equirements  is  being  carried 
out  by  USRA  staff.  Electrification  proposals  for  very 
heavy-volume  mainlines  are  also  being  reviewed. 

Yard  Offices  and  Agencies. — A  staff  study  was 
made  of  yard  offices  and  agency  functions  to  deter¬ 
mine  the  potential  for  improving  performance  and 
cutting  costs.  Systems  in  use  on  bankrupts  and  other 
i-ailroads  were  reviewed. 

Management  lufonnatimi  Systems. — The  USRA 
staff  is  conducting  an  overall  review  of  the  manage¬ 
ment  infonnation  systems  of  the  banki*upt  roads. 
This  review  will  enable  USRA  to  plan  the  initial  in¬ 
tegration  of  the  information  systems  as  well  as  plan 
long  lead  time/high  payoff  management  information 
system  requirements  so  that  benefits  can  be  realized  as 
(juickly  as  possible. 

Administrative  Study. — The  staff  reviewed  the 
present  management  organization  and  function  of 
each  of  the  bankrupt  roads  to  determine  the  orga¬ 
nization  requirements  of  the  properties  under  various 
strategic  options,  taking  into  account  the  consoli¬ 
dated  workload,  decisionmaking  requirements  and 
organizational  goals. 

I'his  study  coveretl  positions  not  included  in  other 
studies.  It  pi-ovided  input  to  USRA’s  Office  of  Man¬ 
power  Planning  as  well  as  projections  of  the  general 
and  administrative  accounts. 

Basic  Planning  Assumptions 

The  following  planning  assumptions  have  been  used 
4n  the  planning  process  for  evaluating  sti’ategic  options : 


•  Joint  Operations. — In  comparing  strategic  options, 
a  high  degree  of»  rationality  has  been  assumed. 
While  it  is  theoretically  possible  to  operate  a  joint 
facility  as  efficiently  as  separate  facilities,  experi¬ 
ence  with  joint  facilities  indicates  that  this  is  rarely 
achieve<l.  However,  it  has  been  assumed  that  joint 
facilities  would  be  utilized  to  the  extent  practicable, 
rather  than  constructing  or  rehabilitating  separate 
yards  for  ConRail  East  and  IV^est  or  North  and 
South.  Frictional  losses  related  to  unmerging  the 
systems  were  considered. 

•  Traffie  Base. — F or  operations  planning  purposes,  it 
was  generally  assumed  that  the  bankrupts  and  sol¬ 
vent  carriers  would  retain  their  existing  traffic  base 
with  current  routes  open.  Traffic  shifts  were  ana¬ 
lyzed  on  a  specific  basis  where  anticipated. 

•  Traffic  Routings. — For  those  options  involving  a 
split  of  the  bankrupt  systems,  traffic  flows  were 
assumed  to  move  via  the  better  service  routes,  un¬ 
less  the  two  routes  are  about  equal  in  service,  in 
which  cases  the  traffic  was  split  equally. 

•  Abandoned  Limes. — Where  lines  or.  services  are 
abandoned,  it  was  assumed  that  all  the  traffic  origi¬ 
nating  or  terminating  on  those  lines  was  lost.  It 
generally  was  assumed,  however,  that  sub-marginal 
light-density  lines  would  be  subsidized  and  retained 
for  two  years. 

•  Customer  Leverage.-^n  developing  tlie  operations 
plan,  emphasis  was  placed  on  improving  service 
generally  instead  of  providing  special  uneconomic 
wrvice  to  key  customers. 

Minimizing  the  rehandling  of  cars  on  an  overall 
basis  results  in  minor  flows  “cascading”  through 
several  yards  so  that  the  available  facilities  can  be 
allocated  to  pre-bloddng  the  maximum  number  of 


cars.  It  was  found  throujjli  sinuilation  that,  with  an 
integiate.d  operating  plan,  the  majority  of  the  cus¬ 
tomers  should  experience  improved  service. 

*  Planning  Instead  of  ^'■Stand-By"  livocatunent. — 
Ilecognizing  that  money,  men  and  materials  will  be 
limited,  it  M'as  assumed  that  ConRail  would  be 
pi-ovided  with  a  satisfactory  plant  and  adequate 
equipment  hut  not  at  “luxury”  levels.  Improved 
planning  and  control  was  assumed  in  lieu  of  under¬ 
utilized  kandby  plant  and  equipment.  USRA’s 
studies  indicate  there  is  a  tendency  to  provide 
excessive  slandby  switching  service  for  key  custom¬ 
ers.  Satisfactory  l)ut  not  excessive  switching  service 
has  been  assumed. 

Principal  Operating  Findings 

The  planning  process  described  in  Figure  3  was  ap¬ 
plied  to  the  preferred  three-system  structure  described 
in  Chapter  3  as  well  as  to  the  single-system  ConRail, 
ConHail  Xorth/South,  ConRail  Kast/West,  ConRail 
1/2  and  other  strategic  options,  under  varying  as¬ 
sumptions  relating  to  volume  changes  and  management 
effectiveness.  This  process  was  used  to  identify  main¬ 
lines  and  yards  required  by  CorrRail.  It  was  also  used 
to  develop  the  manpower  loquirements,  rehabilitation 
plan,  and  o|>er  ating  plan.  Inprrts  to  the  pro  forma  finan¬ 
cial  statements  were  prepared  on  this  basis  for  the 
Prelitrrinarv  System  Plan. 

Projected  Operating  Improvements 

All  financial  analyses  irr  this  section  are  represented  in 
1973  dollars,  without  regard  for  inflation,  but  reflect  20 
percent  A’ohtme  growth  through  1985.  The  ratios  and 
finarrcial  data  discitssed  in  this  section  do  not  include 
EL  oi>erations. 

In  1973,  the  operating  ratio  (oirerating  exjrense/rail- 
way  operating  revenrre)  of  the  Penn  Central  Avas  82.7 
percent,  with  Penn  Central  accounting  for  88.6  percent 
of  the  bankrrrpts’  railway  operating  expenses.  ConRail 
pro  formas  project  that  this  ratio,  after  initially  increas¬ 
ing  to  89.0  percent  in  1976,  will  decline  to  71.7  percent 
in  1985. 

Penrr  Centr  al  transportation  expenses  were  56.9  per¬ 
cent  of  opeiutirrg  ex|x^rrses  in  1973;  more  than  50  per¬ 
cent  of  the  operating  ratio  improvement  ^s  been 
realized  irr  this  account*.  Maintenance  of  way  expenses 
accormted  for  29  percent  of  the  improvement  and  all 
other  experr.ses  accounted  for  the  remaining  21  percent. 

The  projected  transportation  ratio  improvement  from 
48.1  percent  in  1976  (transportation  expenses/railway 
operating  revemres)  to  38.7  percent  in  1985  resulted 
from  projected  irnprovernerrts  in  yard  0[)erations  and 
train  oja?  rat  ions. 

Total  projected  improvements  in  freight  transporta¬ 
tion  expenses  for  ConRail  I  ( irr  millions  of  1973  dollars) 
are  as  follows : 


ConRail  I 


Category  of  expense 

1973 

! 

1976 

1985 

Change  iu  expon3»<s 
1976-86* 

Dollars 

Percent 

Yard-related _ 

271 

307 

260 

(38) 

(12) 

Train-related _ _ 

437 

436 

379 

(57) 

(12> 

Other . . . 

235 

266 

282 

1(1 

6 

Total  freight  transportation... 

943 

1,009 

930 

(79) 

(8) 

Net  ear  hire _ 

257 

228 

177 

(51) 

,  (22) 

Total . 

1,200 

1,237 

1,107 

(130) 

(11) 

*  Net  o(  the  increased  costs  of  moving  the  20  percent  additionai  tonnage  expected 
to  be  added  to  the  traffic  base  by  1985. 


Yaid  Imqn'ovcinentH. — Projected  improvements  in 
yard  operations  were  based  on  the  findings  of  the  fol¬ 
lowing  studies : 

•  Blocking  simulations — Stanford  Research  Insti¬ 
tute  (SRI). 

•  Yard  operations  and  engineering  study — R.  L. 
Hines  Associates,  Inc.  (RLH). 

•  USRA  staff  studies. 

These  studies  are  described  in  detail  in  Appendix  E. 
The  USRA  staff  was  assisted  in  these  studies  by.  a  rail¬ 
road  operations  liaison  team  headed  by  PC’s  Director 
of  Y ards  and  Terminals. 

Yard  operating  expenses  accounted  for  28.7  pei*cent 
of  ConRail’s  freight  operating  expenses  in  1973.  More 
than  half  the  $38  million  projected  decrease  in  yard 
operating  expeiises  results  from  a  10  x>ercent  reduction 
in  system  classification  requirements  resulting  fix)m 
scale  economies  and  an  improved  system  blocking  plan. 
The  remaining  improvements  result  from  the  physical 
rehabilitation  of  yards  and  related  facilities.  Additional 
cost  reductions  due  to  improvements  in  yard  operating 
efficiencies  have  not  been  assumed,  as  such  improve¬ 
ments  would  require  more  management  attention  than 
is  expected  to  be  available  in  the  first  several  years. 

Train  Operating  Improvements. — Train-related  ex¬ 
penses  totaled  46  percent  of  the  bankrupts’  1973  trans¬ 
portation  expenses.  The  principal  reason  for  the  $57 
million  decline  expected  in  these  expenses  is  the  $2.0 
billion  plant  rehabilitation  program,  73  percent  of 
which  will  be  spent  on  track-related  improvements.  The 
net  impact  of  this  rehabilitation  program  is  expected  to 
bo  a  21  percent  improvement  in  train  running  speeds, 
requiring  fewer  crews  on  local  freight  trains  running 
over  the  rehabilitated  line  segments,  virtual  elimination 
of  recrewing  of  trains  enroute,  a  reduction  of  construc¬ 
tive  allowance  payments  for  delays  associated  with  a 
debilitated  physical  plant  and  a  decline  in  “loss  and 
damage”  and  “wreck  clearing”  expenses  to  the  norm 
of  a  well-maintained  railroad. 

Other  Expenses. — Other  expenses  include  freight  sta¬ 
tion.  operating  expenses,  projected  to  decline  slightly 
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fi-om  1976  to  1985  due  to  the  merger  consolidation  sav¬ 
ings.  Likewise,  intemiodal  terminal  costs  are  expected 
to  decline,  initially  due  to  the  deletion  of  existing  un¬ 
profitable  traffic,  and  subsequently  to  increase  in  accord¬ 
ance  with  projected  intermodal  traffic  growth.  Signal 
and  communication  expenses  are  expected  to  increase 
as  the  systems  are  expanded  to  permit  more  efficient 
operations. 

Net  Car  TIb'e  Imptwemenfs. — Estimates  of  changes 
in  net  car  hire  were  developed  in  the  study  of  equip¬ 
ment  utilizjition,  control  and  acquisition  by  Strong, 
Wishart  &  Associates,  described  in  Appendix  E.  Net 
car  hire  payable  is  exj^cted  to  decline  from  ^28  mil¬ 
lion  in  1976  to  $177  million  in  1985.  Of  this,  $30  million 
or  59  j)eivent  is  due  to  the  development  and  implemen¬ 
tation  of  an  improved  equipment  distribution  and  con- 
trol  system,  as  well  .as  le,ss  car  tlelay  in  yards  resulting 
from  reduceil  classification  requirements,  and  faster 
train  tr.ansit  times  due  to  plant  rehabilitation.  The  re¬ 
maining  $21  million" improvement  is  due  to  a  ConRail 
financial  planning  assumption  that  all  new  cars  will  be 
j)urchas(Ml  rather  than  leased,  reducing  future  lease 
j)ayment  ex|)ense_  (part  of  neX  car  hire)  and  increas¬ 
ing  interest  expense. 

Car  Handling  Requirements 

As  a  result  of  the  detailerl  blocking  study  carried  out 
in  preparing  the  Preliminary  Sy^em  Plan,  it  is  esti- 
jnated  that  system  car  switching  requirements  under 
PonRail  I  can  bt*,  re<luced  by  10  percent  compared  to  a 
simulation  of  existing  operations.  This  reduction  is 
j)ossiblo  because  aggregated  traffic  flows  in  the  merged 
ConRail  system  arc  greater  than  in  the  individual  sys¬ 
tems  of  the  seven  bankrupt  railroads  and  also  because 
the  plan  places  empliasis  on  a  strategy  of  making  more 
refined  ConRail  destination  blocks  at  origin  classifica¬ 
tion  yaixls,  reducing  the  total  amount  of  switching  re- 
<mi red  system-wide. 

By  impre\ing  the  quality  of  classification  (making 
more  beneficial  car  soits  with  the  existing  traffic  flows), 
tliis  mluctioji  ('.aji  be  made  without  increasing  the  num-^ 
ber  of  classifications  prepared  or  the  number  of  cars 
switc'hed  pe  r  day  in  any  of  the  signific^t  ConRail 
yards.  An  additional  two  pcrccait  reductiem  in  system 
switching  can  be  made  by  assuming  that  selected  yards 
prepare  nwrc  classifications  than  they  are  presently 
making.  In  most  eases,  railroad  liaison  r^resentatives 
agree  that  such  classifications  can  be  prepared.  How¬ 
ever,  in  some  cases  it  is  evident  that  an  expanacm  in 
yard  <*apacity  may  be  required.  To  test  the  exact  ex¬ 
pansion  ie<juiied,  and  to  define  which  portion  of  a 
yartl’s  o)K'ration  is  actually  constraining  overall 
switching  capacity,  detailed  yard  simulations  are  being 
carried  out  in  yartls  where  significant  changes  arc 
'anticipated. 


Facility  Requirements 

Tlie  general  role  that  the  bankrupts’  system  classifi¬ 
cation  yards  and  main  lines  will  have  in  the  proposed 
ConRail  operating  plan  is  described  in  C -hapter  3.  Main¬ 
line  rehabilitation  priorities  and  constraints  arc  also 
discussed  in  this  chapter. 

The  specific  role  'of  the  various  yards  will  depend  on 
the  strategic  option  ultimately  implemented.  Tins  is 
still  imder  study. 

Rolling  Stock  Roquiromonts 

ConRail’s  requirement  for  freight  cars  was  developed 
in  a  special  study  by  Strong,  Wishart  &  Associates. 
This  study  estimated  that  overall  freight  car  utilization 
could  be  improved  on  ConRail  I  by  31  percent,  based  on 
car-days  on  line  per  load  originate^!.  The  estimated  im¬ 
provement  by  car  type  was  as  follows: 

Improvement  in  percent 


Plain  box _  31 

Equipped  box _  35 

Gondolas _  36 

Open  top  hoppere _  27 

Covered  boiH>er8 _  47 


To  achieve  this  improvement,  the  implementation  of 
a  compiiterized  oix?rating  control  system  is  required. 
Such_a  system  would  contiriupusly  monitor  car  move¬ 
ments,  predict  needs  for  empty  cars  as  well  as  the  loca¬ 
tion  and  quantity  of  empties  being  generated  from 
loads,  automatically  fill  some  orders  and  assign  destina¬ 
tions  for  some  empties.  This  system  should  utilize  a  car 
distribution  strategy  which  involves  centralized  control 
of  the  various  ste|)s  of  car  distribution  except  for  the 
local  matching  of  individual  cars  to  local  car  orders. 
Extremely  accurate  and  complete  “real  tin^e”  car  flow 
data  arc  required  for  such  a  system. 

Improving  the  utilization  of  the  car  fleet  would 
reduce  projected  freight  car  acquisitions  over  the  ten 
years  from  1976  to  1985  by  more  than  40,000  cars  for 
ConRail  I,  saving  an  estimated  $1.2  billion  in  freight 
car  acquisition  costs. 

Breaking  ConRail  into  two  or  more  systems  would 
materially  reduce  equipment  utilization  by  disaggregat¬ 
ing  car  pools  wid  introducing  additional  interchanges. 
The  effects  on  car  requirements  and  exjwnditures  were 
estimated  to  be: 


AdfUtiona) 

cars 

Additional 
freight  ear 
ezpenaes  (dollars 
in  miliiona) 

fi,000 

$110 

,  .  .  _ 

Noith/Soath... _ _ _ _ _ 

5,000 

$06 

3,000 

$55 

Locomotive  Requirements 

Locomotive  use  was  studied  to  detennine  the  re¬ 
quired  fleet,’  by. types  sud  quantities  of  locomotives,  for 
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eacli  of  the  several  alternate  ConRail  systems.  A 
major  problem  was  obtaining^  accurate  data.  A  fur¬ 
ther  complication  was  that  ConRail  locomotive  require¬ 
ments  will  be  appi*eoiably  affected  by  the  upgrading  of' 
road  and  yard  track,  elimination  of  certain  branch  lines 
and  wider  pooling  and  centralized  control  of  motive - 
power.  Identifying  and  measuring  the  quantity  and 
timing  of  these  modifications  and  improvements,  and 
their  translation  into  locomotive  requirements,  was 
crucial  in  determining  future  fleet  size,  year  by  year. 

Penn  Central  has  over  4,0(X)  locomotive  units,  or 
00  {KTcent  of  the  bankrupts’  locomotive  fleet  (excluding 
EIv) ;  therefoiv,  efforts  were  concentrated  on  evaluating 
PC  utilization  policies  and  practices.  Visits  were  made 
to  the  “Blue  R(x>m”  in  Philadelphia,  where  motive 
I>ower  assignments  ai*e  made  for  the  Penn  Central  sys- 
tenu  Visits  were  also  made  to  sele-ctetl  yards  and  loco¬ 
motive  facilities.  Methods  of  assigning  and  utilizing 
motive  power  were  studied.  Utilization  of  locomotive 
units  was  estimated  on  the  basis  of  visual  inspection, 
sampling  of  i-ecords  and  discussions  with  experienced 
IJersonnel. 

In  addition,  a  computer  mo<lel  was  constructed,  using 
the  “factor  analysis”  technique.  Ten  factois,  each  bear¬ 
ing  on  a  railroad's  locomotive  fleet  size  and  composition, 
were  considei-ed.  Numerical  coefficients  were  determined 
for  each  railroad  for  each  of  these  factors. 

An  anticipated  decrease  in  slow  orders,  for  example, 
could  Iw  tianslatecl  into  a  reduction  in  locomotive  imit 
r  c'qirit'ements.  This  model  was  run  and  the  results  com- 
paivd  with  the  “on  the  ground”  approach  discussed 
above,  allowing  a  fine  tuning  of  fleet  requirements. 

Train  recjrrirernents  and  switching  volumes  in  yards 
clevelo|)ed  in  the  blocking  project  were  reviewed  for 
their  effect  on  locomotive  utilization  and  incorporated 
in  fleet  requirements  for  the  .several  alternate  ConRail 
system  configrrr’ations. 

Pi  ojected  1076-1985  traffic  gr-owth  of  20  pereent  will 
require  an  11  [XMeent  larger  flec't  or  468  mote  locomo¬ 
tive  units.  The  mo.st  significant  improvement  in  loco¬ 
motive  utilization  will  oceur  frorh  track  and  yard  re¬ 
habilitation,  allowing  more  efficient  rrse  of  IcKomotives. 
This  is  expected  to  reduce  locomotive  fleet  reqrrirements 
by  17  i)erc*ent,  or  722  units. 

It  appears  that  very  little  slack  exists  in  PC 
locomotive  distribution  on  those  units  centrally 
contr-olled.  Most  existing  slack  may  be  attributed 
to  the  lack  of  computer*ized  reporting  and  con- 
tix)l  aids,  since  all  location  information  and  contix>l  is 
tr’ansrnitted  by  telephone.  It  is  estimated  that  installa¬ 
tion  of  a  sophi.sticated  operating  data  system  srrpplying 
r*eliable  and  complete  “real  time”  irtilization  informa¬ 
tion  to  a  centralized  distribirtiori  point  could  improve 
utilization  by  an  additional  2  percent. 

Because  of  the  unequal  size  of  the  merger  partners, 
merger-related  savings  coupled  with  improved  ser*vic- 
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ihg  facilities  should  improve  irtilization  by  a  further 
2  percent. 

Electrification. — In  view  of  the  uncertain  energy  sit¬ 
uation  and  projected  traffic  densities,  electrification  may 
be  economical  for  certain  high-density  ConRail  routes. 
-Becairse  of  the  lead  time  for  feasibility  and  engineering 
studies  prior  to  a  decision  on  electrification  and  the  lead 
time  for  the  implementation  of  an  electrification  pro¬ 
gram,  no  immediate  effect  on  locomotive  requirements 
has  been  anticipated. 

Rail  Industry  Productivity 

Much  has  been  written  lately  about  the  need  to  im¬ 
prove  railroad  producti\dty.  The  Final  Report  of  the 
Task  Foroe  on  Railroad  Productivity  to  the  National 
'  Commission  on  Productivity  and  the  Coimcil  of  Eco¬ 
nomic  Advisors,  Improving  Railroad  Productivity 
(November  1973),  focused  on  this  subject. 

The  preceding  sections  of  this  Chapter  have  dealt 
with  productivity  improvements  possible  within  the 
discretion  of  ConRail  management.  Though  additional 
productivity  gains  would  reduce  the  government’s  r-ole 
in  ConRail,  major  productivity  gains  further  than  those 
previously  described  in  this  Chapter  are  beyond  the* 
sole  discretion  of  ConRail’s  management.  Achievement 
of  these  prodirctivity  improvements  wdll  require,  in 
some  cases,  the  cooperation  of  labor  and  other  rail¬ 
roads — which  also  have  much  to  gain. 

Capital  Productivity 

In  developing  the. Preliminary  System  Plan,  IJSRA 
has  focused  a  substantial  effort  on  improving  the  pro¬ 
ductivity  of  plant  and  equipment  investment.  In  doing 
this,  USRA  recognized  that  the  normally  “sunk  costs” 
in  plant  and  equipment  investment  are  essentially  var¬ 
iable  costs  in  establishing  ConRail. 

To  improve  capital  productivity,  USRA  has  identi¬ 
fied  opportunities  to  rationalize  and  rehabilitate  plant, 
consistent  with' present  and  future  needs.  In  addition, 
major  studies  have  been  made  of  freight  car  and  lo(k)- 
motive  utilization.  As  a  result  of  the  implementation  of 
the  recommendations  contained  in  this  report,  equip¬ 
ment  utilization  is  expected  to  be  improved  by  31  per¬ 
cent,  with  present  car  service  rules.  With  this  impiove- 
ment  in  utilization  and  by  fully  rehabilitating  only  key 
line.s,  rather  than  all  of  the  existing  facilities,  ConRail’s 
capital  requirements  have  liecn  reduced  by  more  than  a 
billion  dollars. 

As  discussed  in  Chapter  4,  USRA  is  considering 
numerous  joint-use  projects  that  will  improve  capital 
productivity  further.  As  with  facilities,  opportunities 
exist  to  reduce  equipment  requirements  even  further 
if  more  efficient  yet  equitable  car  service  rules  can  ba 
developed  by  the  industry.  Such  rules  would  reduce 
empty  car  backhauls. 
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Manpower  Productivity 

In  addition  to  improvements  in  productivity,  the 
financial  projections  in  the  Preliminary  System  Plan 
also  reflect  greater  efficiencies  in  train  and  yariVopera- 
tions  resulting  from  improved  planning  and  control 
and  plant  rehabilitation.  These  financial  projections  are 
based  on  improvements  that  can  be  made  within  exist¬ 
ing  labor  agreements,  assuming  that  the  implementing 
agreements  required  for  ConRail  under  the  Act  peiinit 
normal  integration  of  operations  as  the  properties  are 
merged.  Savings  resulting  from  possible  changes  in  na¬ 
tional  and  local  labor  agreements  have  not  been  in¬ 
cluded  in  the  financial  statements  set  forth  in  Chapter 
14. 

Revenue  Ton-MUee  Per  Employee. — ^As  noted  in 
Chapter  12,  railroad  industry  employment  fell  over  60 
l>ercent  frmn  1947  to  1973.  During  that  same  period, 
rovenue  ton-miles  (RTM)  increased  30  percent,  result¬ 
ing  in  a  4.8  percent  compounded  annual  improvement  in 
revenue  ton-miles  per  employee.  It  should  be  noted  that 
during  tliis  period  the  railroads  significantly  reduced 
their  role  in  passenger,  less-than-carload  freight  services 
ami  rail  car  shops  w’hich  had  little  effect  on  RTM  but 
had  a  great  effect  on  employment. 

In  the  last  five  years,  RTM  have  shown  a  5.4  percent 
compound  annual  improvement,  and  between  1972  and 
1973,  RTM  per  employee  improved  by  another  10.7 
I)ercent. 

On  the  other  hand,  productivity  gains  measured  by 
.RTM  per  employee  have  been  more  than  offset  by  the 
quadrupling  of  average  annual  earnings  per  employee 
(excluding  fringes)  since  1947,  at  a  cmnpound  annual 
rate  of  5.7  percent.  With  average  revenues  per  net  ton- 
n)ile  increasing  at  a  compound  annual  rate  of  only  1.6 
j)prcent  during  the  same  period,  the  RTM  per  dollar  of 
enqiloyee  compensation  fell  from  150  in  1947  to  120  in 
1973.  Most  of  this  decline  occurred  in  1970  and  1971, 
wlien  RTM  per  comi)ensation  dollar  fell  from  143  to 
T23.  The  rate  of  decline  leveled  out  with  volume  growth 
in  1972  and  1973. 

Reasons  for  Past  Gains. — Several  factors  account  for 
the  productivity  gains  previously  discussed.  Reductions 
in  passenger  and  less-than-carload  (LCL)  services  were 
a  major  factor.  Traffic  grow'th  was  also  important,  and 
this  tended  to  help  the  railroads  as  changes  in  overhead 
tended  to  lag  changes  in  volume.  Another  major  factor 
involved  in  improving  productivity  has  been  capital 
investment,  including:  dieselization,  growing  use  of 
computers,  automation  and  mechanization  of  mainte¬ 
nance  activities. 

,  Management  policies  have  played  a  significant  role, 
too.  Among  the  most  important  in  terms  of  productivity 
have  been  operating  heavier  trains,  encouraging  heavier 
Ciiiioadings  and  operating  fewer  train  miles.  To  smne 
extent,  these  changes  have  resulted  from  better  plan¬ 
ning  and  control  of  operations,  as  suggested  in  earlier 


sections  of  this  chapter.  Unless  carefully  planned,  how¬ 
ever,  these  manf^ement  policies  would,  in  effect,  im¬ 
prove  productivity  by  reducing  the  quality  of  service. 
Given  the  fact  that  average  revenue  {)er  net  ton-mile 
actually  declined  fitmi  1959  to  1966,  and  only  I'egained 
the  1959  level  in  1970  (during  which  period  Uie  Asso¬ 
ciation  of  American  Railioads’  combined  wage  and  ma¬ 
terial  price  index  rose  63  percent),  it  is  sur¬ 
prising  that  rail  managements  have  had  a  strong  desire 
to  make  productivity  gains,  even  at  a  .sacrifice  of  service. 
Any  reduction  of  service,  of  course,  accentuates  pi'es- 
sures  to  depress  rail  rates,  creating  a  downward  spiral. 

Urgent  Need  for  Further  Gains. — It  is  stated  often 
that  dieselization  in  the  1940’s  and  1950’s  saved  the 
railroad  industry  by  increasing  train  size  and  reducing 
locomotive  maintenance.  The  extraordinary  installa¬ 
tions  of  track  materials  from  1935  to  1950  (see  Figure 
4)  may  have  had  an  equally  profound  effect  on  man¬ 
power  requirements  (with  the  resulting  appearance 
of  productivity  gains)  at  least  for  the  succeeding  30 
years.  Following  this  surge  of  track  materials  installa¬ 
tions,  relatively  little  maintenance  was  required  for 
several  years.  When  the  bulk  of  materials  installed 
reached  maturity,  controlling’  maintenance-of-way 
budgets  became  increasingly  difficult.  As  the  lives  of 
materials  were  reached  in  the  late  1960's  and  1970’s 
maintenance  requirements  became  urgent,  and  deferrals 
of  maintenance  had  a  critical  impact  on  operations  and 
service.  The  operation  of  heavier  cara  and  heavier  trains 
compounded  the  proldem. 

Just  as  management  was  running  out  of  ways  to 
improve  productivity,  employee  compensation  rose 
sharply,  and  the  RTM  per  dollar  of  employee  compensa¬ 
tion  took  a  sharp  drop.  Rapid  traffic  growth  in  1973 
tended  to  relieve  this  problem  in  general;  however,  it 
compounded  the  declining  track  condition  problem. 

FIGURE  4 

25  CLASS  I  RAILROADS  TIE  IMSTALLATIOMS 
AND  TIE  REOUIREMENTS  1933-1692 
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Track  material  replacement  requirements  are  accel¬ 
erating  and  will  continue  above  normal  through  the  mid 
1980’s.  To  survive  this  and  other  problems,  the  rail¬ 
roads  must  either  raise  rates  substantially  (and  thereby 
j)ossibly  drive  away  more  of  their  present  traffic  base) 
or  significantly  increase  productivity. 

Constraints  on  Productivity  Improvement 

■When  productivity  is  mentioned  in  the  railroad  in¬ 
dustry,  the  discussion  usually  centers  on  constraints  im¬ 
posed  by  labor  agreements.  In  the  last  few  years,  both 
management  and  labor  have  recognized  their  mutual 
need  to  come  to  grips  with  productivity.  While  it  might 
be  argued  that  the  pace  of  change  should  be  accelerated, 
it  appears  that  progress  is  being  made.  ' 

Preliminary  analyses  by  the  USRA  staff  indicate  a 
potential  for  substantial  productivity  gains  through 
*  changes  in  work  rules,  crew  consists,  bases  of  pay  and 
craft  distinctions.  No  attempt  has  been  made,  however, 
to  anticipate  the  outcome  of  current  labor-management 
discussions  of  some  of  these  issues  in  preparing  the  Pre¬ 
liminary  System  Plan. 

The  Act  anticipates  that  implementing  and  collective 
bargaining  agreements  for  merging  the  properties  will 
be  negotiated  by  OonRail  and  the  unions  involved.  How 
these  agreements  are  negotiated  will  have  a  significant 
impact  on  the  operations  and  viability  of  ConRail. 


ConRail  will  be  formed  by  mei^ng  several  bankrupt 
railroads.  Historically,  mergers  have  generally  resulted 
in  a  continuation  of  existing  agreements  upon  which 
general  implementing  agreements  have  been  laminated. 
The  problem  with  the  resulting  complex  agreements  has 
been  that  frontline  rail  management  could  not  operate 
as  flexibly  and  efficiently  as  possible. 

Supervisors  have  been  unaware  of  what  could  or 
could  not  be  done  according  to  the  agreements.  This  has 
occurred  because  frontline  supervision’s  first  responsi¬ 
bility  is  running  the  railroad  and  providing  service. 
With  the  tradition  of  moving  management  frequently 
from  place  to  place  and  with  the  poor  physical  plant  that 
exists  on  the  bankrupts  today,  supervisors  have  been 
totally  preoccupied  with  simply  keeping  the  operation 
running  and  have  had  little  time  for  learning  the  idio- 
syncracies  of  each  local  agreement. 

It  is  imperative  that  ConRail’s  implementing  and  col¬ 
lective  bargaining  agreements  be  oriented  toward  in¬ 
creasing  productivity  and  be  structured  in  a  relatively 
simple  straightforward  manner  so  that  they  can  be  un¬ 
derstood.  With  the  severance  protection  clauses  already 
contained  in  the  Act,  ConRail  may  be  able  to  commence 
with  such  a  set  of  agreements  without  adversely  affect¬ 
ing  the  present  employees  of  the  bankrupts. 

Equity,  imagination  and  perspective  as  to  future 
needs  of  the  industry  and  its  employees  will  be  neces¬ 
sary  as  these  agreements  are  negotiated. 
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6 

Facilities  and  Equipment 
Evaluation  and  Planning 


The  Association  has  had  under  study  a  vast  railroad  network 
covering  17  states,  including  about  21,000  miles  of  right-of-way,  more 
than  4,500  locomotives  and  176,000  freight  cars,  cls  well  as  shops,  yards f 
signals,  bridges  and  other  facilities . 

The  Regional  Rail  Reorganization  Act  of  1973  recognized  that 
correcting  the  problem  of  deteriorated  facilities  and  inadequate 
equipment  condition  is  essential  to  ConRaiVs  success  and  directed  the 
Association  to  plan  for  the  railroad’s  rehabilitation  and  ongoing  normal 
maintenance. 

The  first  task  was  to  compile  a  complete  and  refined  inventory  of  all 
such  assets  and  to  determine  their  condition.  These  data  formed  a  base  for 
USRA  planning  decisions  and  rehabilitation  strategy.  This  chapter 
outlines  data  collection  methods  and  recommends  a  plan  for  restoring  those 
physical  elements  essential  to  ConRaiVs  success. 

Correcting  "the  deteriorated  condition  of  the  bankrupts’  facilities 
and  equipment  will  'require  a  substantially  greater  public  investment 
than  previously  contemplated.  At  current  prices,'  the  Association  esti¬ 
mates  the  cost  of  eliminating  deferred  maintenance  on  lines  included  in 
ConRail  at  d  minimum  of  $2  billion.  Even  with  the  proposed  reduction 
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in  lines,  proper  rehahilitalion  wiU  require  the  laying  of  about  1,660 
track  miles  of  new  and  second-hand  rail  and  2.Ji.  million  new  crossties 
each  year,  plus  repair  of  innumerahle  bridges  and  buildings,  the  roadbed 
and  the  signals  and  communications  network.  There  are  constraints 
other  than  those  of  a  fiscal  'nature,  the  greatest  of  which  is  the  lack  of 
sufficient  steel  rail, 

A  program  to  bring  the  ConRail  equipment  fleet  to  its  proper  size 
and  quality  will  cost  a  minimum  of  $700  million  (in  1973  dollars), 
plus  the  cost  of  improvements  to  major  shop  facilities.  The  plan  also 
proposes  the  acquisition  over  a  ten-year  period  of  about  800  new  loco¬ 
motives  and  30,000  new  freight  cars.  The  Association  has  prepared 
these  estimates  carefully  and  believes  that  they  reflect  reasonable  and 
necessary  investments. 

This  chapter  also  deals  with  such  issues  as  the  shop  facilities  to 
be  retained,  the  extent  to  which  the  railroad  should  be  rehabilitated  and 
the  priorities  which  must  be  set  in  view  of  the  magnitude  of  work  required 
with  limited  availability  of  resources. 


Deterioration  of  track,  locomotives  or  freight  cars 
leads  to  a  decline  in  a  railroad’s  ability  to  provide  effi¬ 
cient  and  competitive  transportation  service.  As  ship¬ 
pers  become  dissatisfied  and  divert  traffic  to  other  rail¬ 
roads  or  transportation  modes,  revenues  stagnate  or 
-  decrease  as  day-to-day  operating  costs  increase  because 
of  the  lower  efficiency  of  the  physical  plant.  This  has 
been  the  situation  of  the  bankrupt  railroads  in  the 
Region.  Under  the  Act,  the  Association  is  i-esponsiblo 
for  conducting  studies  and  formulating  plans  to  reha¬ 
bilitate,  maintain  and  modeniize  t|iese  properties. 

The  physical  jrlant  of  the  railroads  under  study  is  a 
vast  network  covering  17  states  and  including  21,000 
miles  of  right-of-way,  more  than  4,500  locomotives  and 
175,000  freight  cai-s,  as  well  as  shops,  yards,  signals, 
bridges  and  other  facilities.*-  It  was  first  necessary  to 
compile  a  comprehensive  inventory  of  the  existing  fa¬ 
cilities  and  then  to  assess  their  condition.  "Work  neces¬ 
sary  for  rehabilitation  as  well  as  possible  constraints 
(sirch  as  material  and  rrranpower  shortages)  to  coirduct- 
ing  a  rehabilitation  program  Avero  identified.  After 
evaluating  the  required  Avork  aird  possible  constraints, 
pr*ograms  for  CorrRail’s  rehabilitation,  mairrtenance  and 
mocleniizatiorr  AAere  developed. 

These  programs  were  predicated  on  the  need  for  im** 
proAemeiit  of  the  plant  and  equipment  to  an  acceptable 

The  fii'ures  contained  In  this  chapter  do  not  include  the  facilitieB  and 
equii>inent  of  the  Erie  I^ackawanna  Railway.  Preliminary  lUTestlgatiOBS 
are  beinj;  made  by  L'SRA  staff  of  the  EL  plaut  and  (Kiuipmeat  and  thclff 
related  rehabiittatiou  cost. 


level  as  quickly  as  possible  but  also  reflect  realistic  as¬ 
sumptions  regarding  the  effect  of  both  material  and  fi- 
narrcial  constraints.  Equipment  programs  Avere  based 
on  projected  locomotive  and  car  ireetls,  based  on  the 
size  and  condition  of  the  bankrupt  carriers’  present 
fleets,  projected  traffic  groAvth  and  projected  equipment 
utilization. 

The  pr-esent  condition  of  the  bankrupt  railroads’ 
physical  plant  is' one  of  the  major  problems  in  develop¬ 
ing  a  successful  ConRail  able  to  fulfill  the  requirements 
of  the  Act.  Improvements  in  operations  and  potential 
marketing  gains  ar-e  dependent  on  improvements  in 
the  i>lant.  These  essential  improvements  will  require 
maintenance  costs  substantially  in  excess  of  present 
.levels  to  compensate  for  the  past  maintenance-deferrel 
policies  of  the  railroads. 

The  proposed  rehabilitation  described  in  this  chapter 
and  reflected  in  the  pro  forma  statements  (Chapter  14), 
was  developed  by  programing  what  could  reasonably 
bo  accomplished,  assuming  minunal  difficulties  in  over- 
comiiig  A^arious  constraints  on  the  availability  of  man- 
poAA-er,  material  and  equipment.  These  projections 
rpflect ; 

•  Eliminating  all  presently  deferred  maintenance  by 
1989, 

•  Correcting  the  deferred  maintenance  that  will  con¬ 
tinue  to  occur  until  a  sufficient  program  is  fully 
underway,  and 

•  Normal  aimual  maintenance  requirements. 
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Should  ConRail  not  be  able  financially,  to  support  all 
of  the  necessary  rehabilitation  work  at  the  Association’s 
])rojected  rates  of  renewal,  the  proi^osed  program  can, 
if  necessary,  progress  over  a  longer  period  of  time  by 
installing  less  rail,  fewer  ties  and  less  other  material 
each  year.  Obviously,  all  long-range  programs  r^uire 
])eriodic  review,  and  ConRail  will  be  able  to  make  revi¬ 
sions  to  the  Association’s  presently  projected  program 
in  the  light  of  future  traffic  patterns  and  operational 
improvements  resulting  from  rehabilitation  activities. 
Any  major  revisions  to  the  present  program,  however, 
would  not  be  appropriate  until  ConRail’s  plant  has 
l)een  rehabilitated  to  the  point  where: 

•  Trains  can  get  over  the  road  effectively, 

•  Yard  operations  are  improved  significantly  to 
handle  traffic  efficiently, 

•  Signal  systems,  structures  and  other  facilities  are 
reliable, 

•  Operations  and  traffic  -patterns  have  develoijed  to 
the  point  where  moi*e  definite  projections  are  pos¬ 
sible,’ and 

•  Future  funding  requirements  and  anticipated  fund¬ 
ing  levels  are  determined. 

The  magnitude  of  deferred  maintenance  is.so  great, 
liowever,  that  the  program  realistically  cannot  be  com- 
])romised  in  its  early  yeais.  "When  operoting  efficiencies 
lesulting  from  the  rehabilitation  program  are  available 
to  ConRail  and  when  future  demands  on  the  plant  have 
letter  definition,  review  and  appropriate  revision  of 
the  program  will,  of  coui'se,  be  required.  • 

Traditionally,  the  level  of  maintenance  has  l)cen  a 
function  of  available  financing  and  the  degi-ee  of  oper¬ 
ating  efficiency  which  railroad  management  felt  desir¬ 
able  in  light  of  overall  cireumstances.  But  ConRail  is 
not  a  traditional  situation ;  the  lines  to  be  included  in 
the  system  are  so  deteriorated  that  normal  rules  do  not 
apply.  While  the  Association’s  rehabilitation  strategy 
can  allow  for  some  downward  renewal  rates  during 
ConRail’s  formative  years  if  availability  of  financing  or 
juaterial  dictate  no  other  choice,  the  consecpiences  could 
1)0  serious. 

Tlie  Association’s  rehabilitation  strategy  recognizes 
that  some  sacrifice  in  operating  efficiency  may  be  re- 
c|uired  in  the  light  of  overall  material  and  financial 
considerations.  However,  the  result  may  be  higher  long- 
run  costs,  poorer  service  and  possible  decline  in  market 
share.  For  example,  effective  and  profitable  piggyback 
service  is  impossible  if  the  railroads’  main  lines  cannot 
stistain  a  dependable  high-speed  operation.  Further, 
day-to-day  operating  costs  can  be  affected  by  lower  main¬ 
tenance  levels.  Examples  of  these  are : 

•  Increased  costs  residting  from  derailments  and 
damage  claims, 

•  Increased  day-to-day  basic  maintenance  just  to 
keep  trains  in  operation,  which  is  far  less  efficient 
than  programed  renewals. 


•  Increased  train  and  engine  crew  costs  resulting 
from  increased  times  to  get  trains  over  the  road, 

•  Increased  per  diem  payments  and  other  car  utiliza¬ 
tion  costs  because  the  cars  simply  do  not  move  as 
quickly  l)oth  over  the  road  and  through  terminals, 
and 

•  I»st  iwenue  because  the  plant  cannot  adequately 
handle  business. 

Whatever  course  of  action  may  be  necessary,  obx  iously 
priorities  will  l)e  applied  as  to  where  work  is  done  first. 
Fii-st  priority  must  be  given  to  those  facilities  retained 
in  the  Final  System  Plan  which  presently  meet  only 
minimal  safety  standards.  After  satisfaction  of  those 
rtHpiirements,  the  Association’s  plans  provide  for  a 
staged  approach,  keyed  to  priorities,  where  the  rehabili¬ 
tation  effort  will  produce  a  prompt  impact.  This  strat¬ 
egy  will  be  dictated  by  requirements  such  as: 

•  Traffic  pattenis, 

•  Train  oi)erating  cost  reductions  which  will  result 
from  an  improved  plant, 

•  (Customer  service,  • 

•  Equipnauit  utilization, 

•  Equipment  costs, 

•  Derailment  costs  and 

•  Ongoing  interim  maintenance  costs. 

On  the  basis  of  the  route  classification  presented  in 
Chapter  3,  geographically  specific  rehabilitation  priori¬ 
ties  are  as  follows. 


P  notify 

First _ Principal  through  freight  routes 

Second _ Secondary  through  freight  routes 

Third _ Primary  feeder  routes 

Fourth _ Secondary  feeder  routes 


It  should  bo  noted  that  with  respect  to  the  secondary 
feeder  system,  these  short  local  service  lines  (discussed  - 
in  (^haptei**7)  are  unlikely  candidates  for  rehabilita¬ 
tion,  barring  local  support  from  shippers  or  from  com¬ 
munities.  Industrial  switching  tracks,  yard  tracks  and 
[)assing  tracks  will  l)e  rehabilitated  and/or  maintained 
in  accordance  with  the  routes  they  support. 

'rhese  programs  are  described  in  more  detail  in  the  • 
following  pages.  Because  of  the  different  characteris¬ 
tics  of  equipment  as  compared  with  track  and  other 
physical  facilities,  this  chapter  dcscril)es  the  Associa¬ 
tion’s  planning  activities  and  proposed  programs  sep¬ 
arately  for  each  of  these  essential  components. 

Physical  Facilities 

The  physical  plants  of  the  railroads  under  study  were 
identified  and  evahiated  in  the  following  categories: 

•  Track,  consisting  of  43,000  track  miles,  including 
switches,  grade  crossings  of  highways,  and  rail 
crossings  of  other  railroad  lines.  “Track  miles  rep¬ 
resent  the  total  mileage  for  all  track  on  the  rail- 
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roads  as  opposed  to  “route  miles”  wliicli  reflecfc 
miles  of  right-of-way,  regardless  of  the  number  of 
tracks. 

•  Yards,  ranging  from  large  classification  yards 
where  trains  arc  made  up  for  movement  over  th© 
road  to  small  industrial  yards  from  which  cars  are 
delivered  to  customers ; 

•  Signal  systeim,  including  signals  governing  the 
movement  of  trains,  grade  crossmg  protection  and 
various  detection  devices,  such  as  devices  which  can 
detect  hot  journal  boxes,  excessive  height,  dragging 
equipment,  etc.; 

•  Bridges  of  various  sizes,  types  and  ages; 

•  Tunnels  of  various  lengths  and  construction  types; 

•  Servicing  facilities,  such  as  facilities  for  the  fueling 
of  locomotives ; 

•  Shojys  for  repair  and  overhaul  of  locomotives,  cars, 
equipment  and  roadway  work  equipment ; 

•  Buildings,  usually  inventoried  and  rei)orted  as  a 
component  of  another  facility ; 

•  Freight  terminals  j 

•  Marine  tci'inmals; 

•  ElectriG  traction,  including  overhead  wii’C  and 
third-rail  systems ; 

•  Other  electrical,  including  substations  and  trans¬ 
mission  facilities,  although  much  of  this  category 
was  inventoried  and  reported  as  a  component  of 
other  facilities; 

•  Conimunication  facilities,  largely  inventoried  and 
reported  as  a  part  of  other  facilities;  and 

•  Data  management  facilities,  mainly  inventoried 
■and  reported  as  a  part  of  other  facilities. 

Development  of  realistic  rehabilitation  estimates  re¬ 
quired  not  only  this  inventory  but  also  an  assessment  of 
present  condition.  No  existing  study  provided  a  com¬ 
plete  inventory  and  assessment  of  all  of  the  facilities 
of  all  the  railroads  under  study.  Further,  it  Avas  essen¬ 
tial  that  the  Association  base  its  planning  •decisions  on 
independent  data.  USRA’s  data-gathering  task  >vas 
completed  by  several  engineering  consulting  firms  with 
one  of  the  consultants  acting  as  the  project's  technical 
direction  coordinator  to  assure  uniform  sampling,  re- 
l>orting  and  estimating  procedures. 

A  uniform  inventory  and  assessment  i>roccdure  was 
instructed  for  each  facility  category,  including  sam¬ 
pling  techniques  designed  to  provide  confidence  in  the 
data  for  each  facility  category.  For  example,  the  sam¬ 
pling  technique  for  running  track  provided  detailed 
specifications  for  inspections  every  two  track  miles — a 
2.6  [jercent  sample.  These  samples  were  supplemented 
by  interviews  with  railroad  supervisors  and  an  inspec¬ 
tion  trip  ov’or  each  line. 

In  addition,  USRA  staff  made  onsite  inspections, 
further  reviewed  and  refined  the  consultants’  data  and 
visited  representatives  of  the  banknipt  railroads  and 
material  suppliers.  As  anticipated,  the  study  confirmed 
that  past  inadequate  maintenance  has  caused  deteriora¬ 


tion  of  a  major  portion  of  the  bankrupt  railroads’  track 
and  other  facilities.  The  bankrupt  railroads,  various 
consultants  and  representatives  of  government,  indus¬ 
try  and  labor  had  also  reported  this  deterioration. 

The  Department  of  Transportation  had  an  evalua¬ 
tion  of  th©  Penn  Central  Transportation  Company  i^er- 
formed  by  a  team  of  six  chief  engineers  of  solvent 
Class  I  railroads.  The  chief  engineers  evaluated  the 
condition  of  the  facilities  and  reviewed  existing  main¬ 
tenance  and  rehabilitation  programs.  Their  report  pro¬ 
vides  the  information  required  to  support  the  program 
for  the  iise  of  Section  215  funds  as  described  in  Chapter 
15.  Their  facilities  evaluation  was  performed,  as  was 
USRA’s,  during  the  fall  of  1974.  The  findings  of  the 
report  support  those  of  USRA,  particularly  in  regard 
to  the  immediate  need  to  progress  rehabilitation. 

The  USRA  engineering  consultants’  study  also  pro- 
A’ided  the  necessary  detail  for  preparing  rehabilitation 
estimates  reflecting  the  cost  of  restoring  the  railroads’ 
track,  yards,  signals,  shops  and  other  physical  facilities 
to  their  previous  best  level  of  utility.  Using  established 
railroad  industry  standards,  rehabilitation  requirements 
were  determined  and  then  identified  by  standard  work 
units  which  were  developed  for  all  required  maintenance, 
functions  such  as  laying  new  rail,  installing  ties,  repaii  - 
ing  structures,  reneAving  signal  items,,  etc. 

Standard  costs  Aver©  determined  for  each  such  work 
imit  to  translate  the  required  maintenance  work  into 
dollar  amounts.  As  of  August  1974,  the  engineering 
consultants  estimate  that  rehabilitation  of  all  the  rail¬ 
roads’  track  and  other  facilities  to  their  piv.vious  best 
level  of  utility  would  cost  approximately  $8.8  billion. 
This  estimate  assumes  no  constraints  to  perfoiming  the 
required  rehabilitation  A\'ork  and  includes  no  normal 
maintenance  costs;  it  merely  indicates  what  it  would 
have  cost  to  rehabilitate  all  the  railroads’  existing  facili¬ 
ties  to  their  previous  best  level  if  the  Avork  could  have 
been  performed  during  the  third  quarter  of  1974.  A  cost 
summary  of  anticipated  rehabilitation  expenditures  by 
facility  is  shoAvn  in  Table  1. 

Though  this  estimate  Avas  necessary  for  measuring 
the  magnitude  of  rehabilitation  AA^ork  required  for  effi¬ 
cient  operation,  it  assumes  “instant”  rehabilitation  in 
1974  dollars  Avithout  regard  to  inflation  or  time  and 
material  constraints  AA’hich,  as  discussed  in  the  following 
pages,  require  that  rehabilitation  work  be  carried  out 
over  a  number  of  years.  The  cost  estimate  developed  by 
USRA  staff  for  elimination  of  deferred  maintenance 
on  all  facilities  to  be  included  in  ConRail  is  $2  billion 
for  that  AVork  which  can  be  accomplished  in  the  first  10 
years.  However,  the  rehabilitation  is  programed  over 
14  years,  and  th©  cost  for  the  additional  4  years  is 
estimated  to  be  $300  million.  This  estimate  is  based  on 
improving  the  facilities  to  accommodate  theii-  proposed 
use  and  is  stated  in  con-stant  1973  dollai-s.  The  effect  of 
inflation  is  described  in  Chapter  14  describing  financial 
analysis  of  the  Preliminary  System  Plan. 


9405 


TlBli:  1. — Summary  of  estimated  rehahititation  costs » 


Facmity 

Labor  cost 

Equipment  cost 

Commodity  cost 

Facility  total 

Salvage  credit 

Total  coat 

$870,034,860 
1,884,584 
23,^,000 
378,994,657 
45,047,027 
169,481 
536,710 
54,406,880 
105,206 
3,222,3.59 
12,046,572 
3,531,784 
25, 130. 838 

$87,709,671 
91,120 
600,510 
62,336,292 
1,715,420 
19,097 
978, 151 

2, 491, 493 
.  34,852 
146, 647 
404, 398 
81,328 
1,3.51,374 

$1,770,061,448 
4,550,3.55 
31,494,972 
152, 175,  935 
8,098,952 
419, 101 
3,213,422 
21,862.553 
188,918 
.5, 991. 751 
5,311,948 
3, 217,543 
18. 648, 410 

$2,727, 805,979 
6,006,069 
.55,524.482 
.596,  506, 884 
.55,761,399 
607,679 

4, 728,283 
78,760,926 
329,066 
9,360,747 
17,762,918 
6,830,655 
4.5,130,622 

$439,955,272 

0 

0 

-1,348,787 

0 

0 

0 

0 

0 

-33,575 

0 

0 

0 

$2,287,850,707 
6,006,059 
55,  .524, 482 
.VJ2, 158,118 
55,761,399 
607,679 
4.728,283 
78. 7601926 
329,065 
9,327, 172 
17,762,918 
6,830,655 
4.5,130.622 

- - - 

Servicing  facilities............ — — . — . — . 

Freight  ***^("»**  1  • 

Marine  Omilnnla  -  . . .  . 

other  electrlcaL.......... . .  . . - - 

Total . . . 

1,418,020,047 

157,960,343 

2,026,13.5,308 

3,602.11.5,698 

-441,337, 614 

3.100,778,084 
613, 191,000 

3. 773,  '(69,084 

‘  These  figiires  reflect  the  condition  of  the  Penn  Central  Transportation  Co.,  the 
Reading  Co.,  the  Central  Railroad  Co.  of  New  Jersey,  the  Lehigh  VaHey  Railroad 
Co.,  the  Lehigh  &  Hudson  River  Railroad  Co.,  the  Ann  Arbor  Railroad  Co.,  and 
the  Pennsylvania-Reading  Seashore  Lines, 
i  Contingency  applied  by  the  technical  direction  contractor. 


Source;  Data  collected  for  USR.4  under  inventory  and  assessment  contract. 

Note:  These  figures  reflect  the  cost  of  rehabilitating  the  railroad  facilities  to  their 
estimated  previous  t»est  level  of  utlUty.  They  were  prepared  using  3d  quarter  1974 
dollars  and  do  not  consider  any  constraints  to  performing  the  rehabilitation  work 
and  do  not  include  any  normal  maintenance. 


.  To  develop  programs  for  performing  the  necessary 
work  over  the  required  number  of  yeai's,  the  study  in¬ 
cluded  detailed  information  describing  the  requiretl 
work  functions  for  the  rehabilitation  .of  <»ch  segment 
of  track  and  of  each  facility.  A  comparison  of  major 
deferred  work  units  I'equii'cd  for  all  the  railroads  stud¬ 
ied  and  for  the  lines  included  in  CwiRail  is  shown  in 
Table  2.  These  figures,  of  course,  will  be  further  refined 
its  planning  continues  toward  the  formulation  of  a 
Final  System  Plan.  Future  planning  will  deal  with 
defined  programs  and  produce  refined  estimates. 

With  the  inclusion  of  the  Eric  Lackawanna  Railway 
iind  development  of  the  ConRail  structure,  some 
changes  in  the  proimsed  rehabilitation  jirogi-ams  may 
l)e  necessary.  The  proposed  transfer  of  selected  Reading 
lines  to  the  Chessie  System  and  the  proimsed  trackage 
rights  agreement  with  the  Chessie,  D&II  and  the  N&W 
would  reduce  rehabilitation  costs  by  approximately  $20 
million.  An  effort  to  estimate  deferred  maintenance  on 
the  Eric  Lackawanna  is  currently  underway. 


T.\ble  2. — Summary  of  major  deferred  work  units  a*8  of  August 

im 


AH 

railroads 

studied 

Proposed 

consolidated 

system 

Rail  (miles): 

New _ _ _ „ _ 

5,624 

4,898 

10,822 

4,855 

3,485 

8,340 

Relay . . . . . ... _ 

Total . . ....  _ 

Ties  (millions)....... . . 

29.1 

536,696 

10,003 

643,000 

20.6 

424,000 

7,484 

606.000 

Switch  ties . . 

Turnouts _ _ _ 

Road crossliig track --  -  -  , 

Source:  Data  collected  and  snmmariicd  engtnearliif  consultants  to  USSA. 


Constraints  and  Assumptions 

(’onRail's  rehabilitation  nHpiirements  arc  so  va.st  that 
availability  of  man|)ower,  e^piipment  and  material  must 
be  consideivd.  Various  (constraints  to  cariying  out  a 
rehabilitation  ))rogi-5im  include: 

•  Lack  of  material  (rail,  ties,  ballast,  etc.), 

•  Lack  of  qualified  manpower, 

•  Availability  of  new  roadway  work  e<piipment  and 
the  condition  of  the  railroads’  existing  equipment, 

•  Availability  of  rail  welding  facilities  and  i*elated 
equipment, 

•  Interference  of  maintenance-of-way  work  with 
day-to-day  railroad  operations  and 

•  Financial  constraints. 

From  information  supplied  by  the  railroads  and 
material  suppliera,  as  well  as  other  research,  USRA 
staff  prei)ared  assumptions  of  the  extent  to  which  the 
required  equipment,  material  and  trained  manjxiwer 
will  Ijecome  available.  These  assumptions  are  summar¬ 
ized  in  the  box  and  discussed  below. 

Hail  reveinal. — Present  estimates  are  that  the  lines 
included  in  the  Preliminary  System  Plan  contain  al¬ 
most  8,400  track  miles  where  rail  replacement  has  been 
deferred.  Even  with  the  reduction  of  lines  proposed 
in  this  Plan,  it  is  envisioned  that  rehabilitation  will 
require  laying  as  much  as  1,650  track  miles  (approxi¬ 
mately  870  new  and  780 second-hand)  annually  (Figure 
1),  an  effort  far  l)eyond  present  capabilities.  Rail  laying 
activities  will  be  constrained  by  lack  of : 

•  Ability  to  purchase  new  rail, 

•  Facilities  to  weld  rail, 

•  Weldmg  trains  to  distribute  continuous  welded  rail 

and 
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SUMMARY  OF  ASSUMPTIONS  AND  PROGRAMS 


y«r 

USR4  profframt  proaUe  far— 

lyogram  projediont 

1975 

12  new  tie  gangs 

1  new  rail  gang 

12  new  surfacing  gangs 

224  special  ballast  cars 

84  tie  cars 

440 

2,  600,  000 

miles  of  rail  available _ _ _ 

new  ties  available--.. 

. . 27% 

. 61% 

of  need 
of  need 

1976 

TRAINING  PROGRAM  ESTABLISHED 

8  new  tie  gangs 

660  special  ballast  hauling  cars 

80  tie  cars 

380 
3,  500, 000 

miles  of  rail  available......... 

new  ties  available _ _ _ ..... 

. 23% 

. 68% 

of  nee'd 
of  need 

1977 

ADDITIONAL  WELDING  LINE 

10  new  tie  gangs 

1  new  welded  rail  train 

2  new  rail  gangs 

660  special  ballast  hauling  cars 

80  tie  cars 

630 
4.  300,  000 

miles  of  rail  available--— 
new  ties  available _ _ _ 

. 38% 

. 84% 

of  need 
of  need 

1978 

ADDITIONAL  WELDING  LINE 

6  new  tie  gangs 

2  new  welded  rail  trains 

2  new  rail  gangs 

556  special  ballast  hauling  cars 

56  tie  cars 

760 
5,  000,  000 

miles  of  rail  available _ 

new  ties  available _ _ _ 

. 46% 

. 98% 

of  need 
of  need 

1979 

MAJOR  NEW  RAIL  WELDING  FACILITY 

TJEW  RECLAMATION  PLANT 

NEW  SIGNAL  SHOP 

5  new  welded  rail  trains 

2  new  rail  gangs 

920 
5,  000,  000 

miles  of  rail  available _ 

new  ties  available _ 

. 56% 

. 98% 

of  need 
of  need 

1980  6  new  welded  rail  trains  1,600  miles  of  rail  available _ _ 97%  of  need 

2  new  rail  gangs  5,100,000  new  ties  available _ _ _ _ _ 100%  of  need 

1981  1,650  miles  of  rail  available-..-.... _ -— _ 100%  of  need 

5, 100,  000  new  ties  available _ ...— - 100%  of  need 


•  Equipment  and  qualified  manpower  to  install  new 
rail. 

The  availability  of  new  rail  is  severely  limited  by  the 
capacity  of  the  nation’s  four  rail  mills.  Present  esti^ 
mates  are  that  only  210  track  miles  of  new  rail  will  be 
available  in  1975  to  the  railroads  under  study,  despite* 
an  estimated  need  for  870  miles  of  new  rail  during  each 
year  of  ConRail’s  rehabilitation  program. 

The  present  decreased  demand  for  steel  may  free  some 
additional  ingot  capacity  for  rail  steel,  but  the  limited 
rolling  and  straightening  capacity  of  the  mills  makes 
the  exact  amount  uncertain.  Although  USRA’s  pro¬ 
posed  programs  do  assume  some  increase  in  the  avail¬ 
ability  of  rail  between  1976  and  1979,  a  new  rolling  mill 
will  be  required  to  fully  alleviate  the  problem. 

After  1980,  the  supply  of  rail  should  no  longer  limit 
the  proposed  program,  if  a  new  rail  mill  or  improve¬ 
ments  to  an  existing  facility  will  be  operational  by  that 
time. 

Because  of  fluctuating  orders  over  the  last  several  dec¬ 
ades  by  the  rail  industry,  the  steel  industry  has  been 
unable  to  justify  extensive  investments  in  new  rail- 
making  facilities.  Discussions  between  USRA  and  steel 
company  officials  have  developed  an  indicatioa  of  wUl- 


FICURE  I 

PROJECTED  RAIL  RENEWAL 
PROGRAM  REQUIREMENTS 
1975-1984 

NEW  RAIL  — -  — 

TOTAL  PROGRAM  RAIL  ■■  - 

GANG  CAPACITY  - - 

HAULING  CAPACITY 


SOURCE:  USRA  STAFF  ANALYSIS 


ingness  on  the  part  of  the  steel  companies  to  consider 
increases  in  capacity  in  order  to  meet  the  ConRail  re¬ 
habilitation  needs.*  To  assure  the  availability  of  this 
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capacity,  ConRail  may  need  to  enter  into  a  long-term 
financial  commitment  with  the  industry. 

Increased  availability  of  useablo  second-hand  rail 
and  switch  material  will  result  from  stepped-up  re¬ 
newal  programs,  and  it  is  crucial  that  rail  and  other  ma¬ 
terial  from  abandonments  be  available  for  use  else¬ 
where.  To  accommodate  the  anticipated  need  for  use- 
able  second-hand  material,  the  programs  proposed  by 
I'^^SRA  provide  for  a  new  reclamation*  facility  and 
a  System  Signal  Shop  *  to  be  operational  by  1979. 

T^SRA’s  proposed  program  also  is  constrained  by  the 
5o0-track  mile  capacity  of  the  railroads’  three  existing 
rail  welding  facilities.  Plans  provide  for  two  additional 
portable  w'elding  plants,  one  at  Lucknow,  Pa.,,  in  1977 
and  one  at  Columbus,  Ohio,  in  1978.  Plans  further  pro¬ 
vide  for  a  major  new  rail  wielding  facility  by  1979  to 
achieve  the  capability  for  welding  the  1,650  track  miles 
))er  year  that  will  be  required  for  rehabilitation. 

Rail  welding  also  requires  the  ability  to  transport 
continuous  welded  rail,  and  the  railroads’  existing  seven 
welded  rail  trains  can  transport  approximately  580 
track  miles  annually.  The  proposed  programs  provide 
for  one  new  rail  welding  train  in  1975,  which  is  in¬ 
cluded  in  the  Section  215  program,  one  in  1977,  two 
in  1978,  five  in  1979  (coincident  with  the  proposed  new^ 
l  ail  wielding  plant)  and  six  in  1980. 

Even  with  provisions  for  a  new  rail  mill,  a  new  rail 
w  elding  plant  and  14  new  rail  welding  trains,  USRA’s 
jirogram  may  also  be  constrained  initially  by  the  avail¬ 
ability  of  trained  labor  and  supervision  to  carry  out  the 
job  and  to  assure  maximum  production  for  dollars 
spent.  Though  present  indications  are  that  manpower 
will  be  available,  training  programs  for  both  existing 
and  new  employees  will  become  an  essential  part  of 
ConRail’s  overall  rehabilitation  and  maintenance  pro¬ 
grams  to  assure  the  required  labor. 

Realizing  the  investment  in  training,  plans  further 
j>rovide  for  a  more  stable  w’orking  force  so  that  trained 
employees  arc  not  lost  because  of  seasonal  furloughs. 
Tem])orary  employees  will,  of  course,  still  be  required 
for  i>eak  seasonal  demands.  As  sufficient  trained  man- 
j)o\ver  l>ecomes  available,  one  new  rail  gang  will  be 
added  in  1975,  and  two  each  year  from  1977  through 
1980.  With  improved  training,  supervision  and  schedul¬ 
ing  of  work  activities,  the  programs  also  propose  to 
achieve  a  50  percent  increase  in  rail  laying  productivity 
over  a  number  of  years,  from  80  to  120  track  miles  per 
annum  per  gang. 

Crosstie  reiiloLcemeuxt^ — The  28,000  track  miles  selected 
for  inclusion  in  the  Preliminary  System  Plan  require 
2.4  million  new  ties  annually  to  prevent  further  deteri- 


^  Such  a  facility  reclaims  and  rebuilds  rail  material,  such  as  frogs, 
switch  |M>ints,  joint  bars,  spikes,  bolts,  etc.,  made  available  from're* 
newals  and  track  retircinehts  for  use  elsewhere. 

■  Similar  to  a  reclamation  facility,  a  signal  repair  shop  repairs  and 
rebuilds  signal  components  such  as  relays,  code  equipment,  electronic 
equipment,  switch  machines,  signals,  and  automatic  highway  crossing 
equipment. 


oration.  An  additional  2.7  million  new  ties  are  needed 
during  each  year  of  the  rehabilitation  program  to  coun¬ 
teract  the  inadequate  tie  renewals  of  the  past.  Compared 
with  the  present  annual  renewal  rate  of  2  million,  the 
consolidated  system  must  be  prepared  to  insert  6.1 
million  new  ties  each  year.  The  three  constraints  to  a  tie 
renewal  program  .are: 

•  Ability  to  purchase  the  ties, 

•  Availability  of  roadway  work  equipment  and 
trained  manpower  to  install  the  ties,  and 

•  Availability  of  proper  equipment  to  transport  the 
ties  to  tlio  work  location  efficiently. 

Decreased  demands  upon  the  lumber  industry  have 
improved  the  availability  of  ties,  and  the  tie  industry 
has  indicated  that,  with  sufficient  advance  commitments, 
ties  will  be  available.  Initially  there  will  be  some  pro¬ 
duction  problems,  especially  in  providing  sufficient 
treating  capacity,  but  these  problems  should  not  con¬ 
strain  tie  supplies  beyond  1980.  Estimates  are  that  65 
percent  of  the  ties  required  will  be  available  in  1976,  80 
percent  in  1977,  93  percent  in  1978  and  1979  and  97 
percent  in  1980. 

The  railroads  under  study  now  have  35  tie  gangs 
which,  if  properly  staffed  and  equipped,  can  insert 
approximately  2.1  million  new  ties  annually  assuming 
present  levels  of  productivity.  USRA’s  planning  pro¬ 
vides  for  the  acquisition  of  36  new  tie  gangs  over  a 
4-year  period  commencing  at  the  end  of  1975,  12  of 
which  are  included  in  the  Section  215  program.  A  very 
high  level  of  training  and  supervision  will  be  required 
to  maintain  present  production  levels  and  also  progres¬ 
sively  to  increase  each  gang’s  productivity  10  percent  to 
approximately  71,000  ties  per  year. 

Revisions  of  existing  procedures  as  well  as  new  proce¬ 
dures  will  assure  optimum  production  for  the  time  and 
money  committed  to  these  maintenance  activities.  For 
example,  on  some  lines,  particularly  w’here  there  is 
heavy  traffic,  it  may  be  desirable  to  work  two  gangs  in 
the  same  general  area  to  assure  maximum  production 
during  the  time  the  track  is  removed  from  service  and 
available  for  maintenance.  Proposed  tie  renewal  activ¬ 
ities  are  summarized  in  Figure  2. 

Ballast  and  track  surfacing. — Track  surfacing  in¬ 
volves  the  distribution  and  compacting  of  ballast  under 
the  ties  to  correct  the  track’s  profile  and  the  cross  level 
'relationship  of  one  rail  to  the  other.  This  activity  is 
closely  related  to  rail  and  tie  renewals.  Twelve  addi¬ 
tional  surfacing  gangs  are  planned  in  1975  and  included 
in  the  Section  215  program. 

In  addition  to  replacement  of  obsolete  units,  these 
gangs  should  fulfill  the  requirements  for  the  exm- 
solidated  sj'stem.  Training  progi*ams,  especially  for 
machine  operators  and  repairmen,  should  alleviate  any 
manpower  problems  and,  with  proper  training  and 
supeiTisioiij'it  should  be  possible  to  increase  annual  sur- 
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nCURE  2 

PROJECTED  RENEWAL  OF  TJES 
1975-1964 


facing  capacity  from  the  present  6.200  track  miles  to 
7,100  track  miles. 

One  possible  constraint  could  be  the  availability  of 
equipment  to  haul  and  distribute  ballast.  USRA’s  plan¬ 
ning  provides  for  acquisition  of  2,100  special  ballast 
hauling  cars,  224  of  which  arc  included  in  the  Section 
215  program,  to  be  delivered  over  a  4-year  period  cotti- 
mencing  in  1976.  WithoTit  this,  it  would  be  necessary  to 
rely  on  less  efficient,  regular  hopper  cars,  since  this 
would  remove  as  many  as  3,500  such  cars  from  regular 
revenue  serv’ice. 

Signah  and  commimicafions. — The  railroads  under 
study  incude  more  than  14,000  miles  of  track  where  train 
movements  are  governed  by  signals,  more  than  1,300 
automatically  controlled  interlocking  plants,*  more 
than  20  classification  j’ards  where  remote  control 
switches  and  car  retarders  '  are  used  for  sorting  cars, 
over  8.000  highway  grade  crossings  with  automatic  pro¬ 
tection,  various  communication  facilities  including  pole 
lines  and  radios  and  a  \TiTiety  of  special  protective  de¬ 
vices  which  warn  train  crew’s  of  such  dangers  as  hot 
journal  boxes,  dragging  equipment,  rock  slides,  etc.  In¬ 
adequate  maintenance  and  deferral  of  renewals  has  had 
an  adverse  effect  on  tliese  facilities,  and  their  mainte- 
Panoe  and  reliabilitation  is  included  in  TJSRA’s  pro¬ 
posed  programs. 

It  is  estimated  that  correcting  deferred  maintenance 
on  all  the  railroads’  existing  communications  and  signal 
facilities  would  have  cost  $100  million  if  all  the  neces¬ 
sary’  w’orkt  requirements  could  have  been  completed 


*  An  interlockinj'  Is  a  switch  or  iirroiip  of  switches  inter-connected  and 
signal  controlled  to  allow  the  passage  of  trains  from  one  track  to  another 
in  proper  sequence. 

»  Car  retarders  arc  found  In  hump  yards  where  cars  moving  by  fravlty 
down  the  hump  are  switched  to  a  selected  track.  The  car  retardtoi  aloW 
the  movement  of  the  freight  car  to  assure  proper  speed  for  coupling. 


^dwraig  1974.  (This  amount  is  induded  in  the  paneviously 
mentioned  $3.8  bilHon  figure  fer  total  rehabilitation.) 
Work  functions  in  this  area  include  renewal  of  bat- 
tefries,  «gnal  cable,  and  the  signals  themselves,  replace¬ 
ment  of  obsolete  interlocking  plants,  repairs  to  pole 
hues  »nd  rwiewal  and  repair  of  radios  and  other  com- 
communication  facilities.  These  activities  initially  will 
be  constrained  by : 

•  Lack  of  trained  manpower  and  supervision  to  com¬ 
plete  the  necessary  work  activities, 

•  Availability  of  parts  and  other  material, 

•  Engineering  design  lead  time  for  modernisation  of 
signals  and  interlockings  and 

•  Long  lead  times  for  delivery  of  parts  and  material. 
Much  of  this  material  must  be  specially  manu¬ 
factured  for  a  particular  project. 

Given  proper  proidaons  for  training,  the  additional 
manpower  requirements  will  not  present  a  significant 
problem.  The  key  factor  will  be  advance  programing 
of  projects,  particularly  those  such  as  centralized  traffic 
control  installations,*  for  which  equipment  must  be  spe¬ 
cially  designed  and  manufactured. 

Bridges  and  hmldings. — ^Thc  railroads  studied  in¬ 
clude  over  30,000  bridges  of  various  age,  design  and  c<hi- 
struction,  ranging  from  small  spans  and  culverts  to 
major  facilities  such  as  the  Hell  Gate  Bridge  in  New 
York  City.  The  railroads’  buildings  encompass  every¬ 
thing  from  large  stations  to  wayside  shanties. 

Traditionally,  the  railroad  indiistry  has  considered 
bridges  and  buildings  as  one  category  for  maintenance 
purposes,  with  manpower  historically  classified  as  the 
B&B  (Bridges  and  Building)  force.  It  is  estimated  that 
correcting  deferred  maintenance  on  this  portion  of  all 
the  railroads’  existing  facilities  would  ha^'c  cost  approx¬ 
imately  $727  million  if  all  the  work  could  have  been  com¬ 
pleted  in  1974.  This  amount  is  included  in  the  previously 
mentioned  total  rehabilitation  figure. 

B&B  maintenance  activities  include  building  repairs, 
renewal  of  bridge  timber  and  steel  and  bridge  cleaning 
and  painting.  The  proposed  program  recognize.*?  that 
lead  times  for  engineering  design  requirements,  the 
availability  of  steel  and  bridge  timber,  the  availability 
of  financing  and  the  availability  of  construction  forces 
to  perform  major  rehabilitation,  will  constrain  recon¬ 
struction  and  rebuilding  activities. 

Initial  efforts  in  this  area  witl  be  devoted  to  safety 
requirements.  However,  sufficient  labor  and  material  is 
available  for  long-neglected  cleaning  and  painting  ac¬ 
tivities.  Recognizing  the  condition  of  many  bridges  and 
buildings,  the  proposed  program  initially  provides  for 
substantial  intermediate  repairs. 


Centrallied  traffic  control  Inatallatlona  provide  for  remote  control¬ 
ling  of  many  interlocking  plants  undc^the  control  of  one  man  and 
providing  signals  so  that  trains  can  run  in  either  direction  on  a  track 
with  movement  governed  by  signal  indication.  These  installations  usually 
increase  track  use  and  often  allow  for  retirement  of  one  track  la  multi- 
track  territory. 
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Ma!nt«j;iance  and  Rehabilitation  Programs 

USBA’s  identification  of  track  and  otlifer  physical  fa¬ 
cilities,  assessment  of  the  facilities’  condition,  identifi¬ 
cation  of  CdnRail’s  proposed  use  of  these  facilities, 
identification  of  constraints  to  performing  rehabilita¬ 
tion,  and  assumptions  as  to  the  extent  to  which  these  con¬ 
straints  can-be  overcome  provided  the  basis  for  the  de¬ 
velopment  of  CohRail’s  long-term  normal  maintenance 
and  rehabilitation  programs.  These  in  turn  provide  the 
basis  for  the  maintenance  cost  estimates  reflected  in  the 
pro  forma  statements  in  Chapter  14.  The  number  of  em¬ 
ployees  necessary  for  these  programs  is  shown  in  Fig¬ 
ure  3. 

NonfnoU  maintenance^ — ^The  proposed  normal  main¬ 
tenance  programs  are  based  on : 

•  Determination  of  the  size  of  the  system, 

•  Estimates  of  how  long  the  track  material  (rail,  ties, 
etc.)  will  last, 

•  -Development  of  a  cycle,  based  on  system  size  and 

the  materials’  life  expectancy,  leading  to 

•  Greographically  specific  programs  for  necessary  rail 
and  tie  replacement,  track  surfacing,  track  inspec¬ 
tions,  weed  and  brush  control  and  other  activities 
to  assure  adequate  maintenance. 

Normal  maint  enance  programs  for  facilities  other  than 
track  are  based  on  similar  criteria  that  recognize  the 
life  of  materials,  service  requirements,  etc. 

RehahUitation. — This  is  work  required  to  “catch  up” 
on  deferred  maintenance  to  restore  a  line  to  a  desired 
level  of  operation  where  normal  maintenance  cycles 
have  not  been  followed  in  the  past. 

Interim  maintenance, — ^Rehabilitation  work  through¬ 
out  the  system  must  be  spread  out  over  a  number  of 
years.  Interim  maintenance  provides  for  expedient  work 
on  those  lines  to  be  retained  in  the  Final  System  Plan  to 
sustain  operations  until  rehabilitation  can  be  completed. 

Holding  actions. — This  portion  of  the  program  is 
somewhat  similar  to  interim  maintenance  and  provides 
for  maintaining  the  status  quo  on  those  lines  not  se¬ 
lected  for  inclusion  in  the  Final  System  Plan  until  ar¬ 
rangements  have  been  completed  for  their  .continued 
o])eration  or  disposition. 

Work  of  this  nature  is  the  least  productive  for  the 
resources  I’equired.  Further,  resources  committed  to 
holding  actions  are  not  available  for  the  crucially-im- 
portant  rehabilitation  activities  on  those  main  lines  se¬ 
lected  for  inclusion  in  the  Final  System  Plan,  where  an 
improved  physical  plant  will  contribute  to  less  costly 
day-to-day  operation  of  trains. 

Basic  force. — The  operation  of  the  railroad  requires 
a  basic  maintenance  force  at  the  locaHeyel  to  handle 
emergencies,  to  inspect  facilities  for  imsafe  conditions 
and  to  handle  various  work  requirements  which  are  im¬ 
practical  to  perform  with  larger  production  gangs.  At 
present  these  forces  are  spread  severely  thin  throughout 


FIGURE  3 


PROJECTED  MAINTENANCE  OF  WAY 
EMPLOYEE  REQUIREMENTS 
1975-1984 


'  SOURCE:  USRA  STAFF  ANALYSIS 


the  railroad,  and  the  proposed  program  provides  for. 
their  increase. 

Rehabilitation  Strategy  and  Priorities 

Long-range  programs  require  annual  review  in  light 
of  changing  circumstances  and  available  technology, 
and  the  Association’s  rehabilitation  strategy  recognizes 
that,  in  light  of  future  revisions,  elimination  of  deferred 
maintenance  may  not  be  accomplished  by  1989  as  en¬ 
visioned  in  the  rail  and  tie  programs  set  forth  in  Fig¬ 
ures  1  and  2.  Further,  the  strategy  recognizes  that  this 
level  of  maintenance  may  never  be  fully  achieved. 

Future  maintenance  decisions  will  be  based  on  differ¬ 
ent  requirements  after  the  plant  has  been  rehabilitated. 
Re-asse^ment  of  the  program,  when  appropriate,  might 
provide  for  revision  in  the  rates  of  renewal  for  rail 
and  ties.  As  mentioned  earlier,  however,  this  point  will 
not  be  reached  during  the  early  yeai-s  of  ConRail’s 
operation. 

The  relationship  of  reduced  rates  of  renewal  and  their 
effect  on  the  number  of  years  presently  deemed  neces- 
saiy  to  complete  rehabilitation  is  shown  in  Figures  4 
and  5.  For  example,  an  annual  reduction  of  750,000  ties 
and  400  miles  of  new  rail  from  presently  projected 
renewal  rates  would  result  in  an  annual  reduction  in 
maintenance  expenditures  of  $65  million  in  1974  dollars, 
but  it  would  extend  the  program  beyond  the  year  2000. 
It  should  be  further  noted  that  downward  revisions 
of  renewal  rates  in  the  past  are  one  of  the  major  reasons 
why  the  railroads’  physical  plant  has  so  much  deferred 
maintenance  today. 
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FIGURE  4 

RAIL  BEIIABILIIAIIOS  STRATEGY 


FIGURE  5 

TIE  REUABIITTATION  STRA'iTRT 


RAIL  (TRACK  MILES) 


YEAR 


TIm  line  marked  **Normal  Vail  Vc^uireJ**  indicates  the  miles  of 
new  rnll  required  each  year  to  prevent  further  accumulation  of 
morn''out  rail.  The  lines  marked  ** Accumulated  Rail  Renf^wnl**  and 
"Oafmrrod  Eall"  sliov  the  rciationahip  of  various  annual  rates  of 
rail  rmoowais  on  the  eventual  elimimation  of  deferred  rail.  For 
•nmpln,  if  1,650  miles  of  new  rail  are  laid  each  year«  the  normal 
rail  renewal  rate  of  1,860  miles  per  year  will  be  sufficient  after 
1990.  Conversely,  if  only  1,250  miles  of  nc'w  rail  are  laid  each 
year,  s  normal  rail  renewal  posture  will  not  be  achieved  until  2003* 

Whatever  rate  of  renewals  is  determined  desirable, 
priorities  must  be  assigned  to  determine  where  work 
is  completed  first.  As  mentioned  earlier,  first  priority 
will  be  given  to  those  facilities  retained  in  the  Final 
System  Plan  which  presently  meet  only  minimal  safety 
standards. 

After  satisfaction  of  those  requirements,  priority  will 
be  given  to  those  areas  which  produce  maximum  im¬ 
provement  in  efficiency.  Considerations  Tvill  be  based 
on  achieving  lower  train  operating  costs,  better  customer 
service,  improved  equipment  utilization,  decreased  de¬ 
railments,  and  decreased  interim  maintenance'  costs.  As 
the  program  progresses  and  as  initial  priorities  are 
satisfied,  programs  for  increasing  efficiency  will  form  a 
larger  percentage  of  the  total  work  iierformed. ' 

Capital  Program 

A  capital  pi*ogram  has  been  developed  that  will  pro¬ 
vide  for  reduced  maintenance  and  ox^erating  expenses  as 
well  as  track  connections  and  other  new  facilities  re¬ 
quired  to  implement  the  Plan.  A  capital  program  is  re¬ 
quired  to  modernize  the  existing  plant,  particularly  in 
those  areas  where  improved  operational  efficiency  will 
yield  a  desirable  return  on  investment.  Examples  of  sneh 
projects  include : 

•  Modern  signal  systems, 

•  Shop,  servicing  and  marine  loading  and  unloading^ 
facilities, 

•  Track  comiections  and  facilities  to  handle  new 

buaiDfiss, 


TIES  (INSTALLATIONS  IN  MILLIONS  PER  VEAR) 


The  line  aurkad  '*Kornal  Rcqulrcurnta*'  Indlcaccs  the  rate  of  tlo 
rcplaccMcut  required  to  prevent  further  accumulatlan  of  deTurred 
(defective)  ties.  Tbu  lines  e^irbed  **Cuniulativc  Tie  JnstalUitioni*" 

•imI  **0cferrcd  Ties*  show  the  rulatlonshifi  of  various  annual  rates 
of  tic  renewals  on  the  eventual  ellainaciun  of  deferred  tics*  For 
exaaplc,  if  *5*1  nlllloa  ties  arc  installed  each  year,  the  norisai 
tic  renewal  rate  of  2.4  million  will  be  aufficlont  after  1966* 

Comvcrsely,  if  only  3.6  million  ties  are  rcntewtHl  each  years  a 
normal  tic  renewal' posture  is  not  achieved  unUl  1992, 

•  Terminal  improvements, 

•  Electronic  scales, 

•  Bail  highway  cranes — wreck,  etc., 

•  Soil  stabilization',' 

•  Bridges, 

•  Tunnels,  and 

a  Acquisition  of  maintenance  of  way  equipment. 

Initial  efforts  in  this  area  will  primarily  be  devoted 
to  signal  projects  such  as  centralized  traffic  control  in¬ 
stallations,  which  not  only  produce  long-range  savings 
but  also  often  allow  for  the  retirement  of  one  track  in 
multi-track  territory,  thereby  freeing  badly  needed 
track  material  for  use  elsewhere  in  the  consolidated 
system. 

Equipment  and  Related  Facilities 

USEA  is  dealing  with,  the  nation’s  potentially  largest 
railroad  fleet,  consisting  of  4,500-locomotives,  175,000 
cars,  a  mechanical  department  force  of  22,000,  consist¬ 
ing  mostly  of  craftsmen,  and  60  rejmir  points  for  both 
locomotives  and  cars.  The  proposed  CcwiKail  fleet  would 
be  equaled  only  by  the  combined  fleets  of  the  Burlington 
ijorthem  and  the  Southern  Pacific. 

The  major  difference,  however,  is  that  the  combined 
Burlington  ISTorthem  and  So^rthe^l  Pacific  freight  car 
fleets  have  a  bad  (Mrder  ratio  ^  of  percent  in  cemtrast 
'to  CooEalPs  10.7  percent  ratio  prior  to  proposed  relia- 
failitation  and  acq[id^ion  plana. 

*T1m  nU*  of  total  atasAtr  oCoan  owned  to  tkoM  awaUtng  repair  or 
dlspoilUoai  eq)tanda»ap«roexUaf6> 


78 
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To  determine  ConRaiPs  optimal  fleet  size  and  pro¬ 
grams  to  acquire,  maintain  and  assure  the  fleet’s  quality:, 
planning  activities  included : 

•  Establishing  an  inventory  of  existing  equipment 
for  both  locomotives,  cars  and  related.,  support 
facilities, 

•  Assessing  condition  of  this  equipment  and 

•  Developing  a  10-yeai*  plan  for  maintenance  and 
acquisition  of  locomotives  and  cars  as  well  as  pro¬ 
visions  for  their  necessary  support  facilities  (such 


as  lelLops,  servicing  facilities,  spot  repair  tracks, 
etc.). 

Locomotives 

Locomotive  inventories  were  compiled  from  the  var¬ 
ious  railroads’  records  which  identify  the  locomotives  by 
seowice  designation  (road  freight,  road  passenger,  road 
switchers,  yard- switchers),  manufacturer,  builder’s 
model  designation,  average  age,  status  of  ownership  and 
present  condition '( Table  3) . 


Table  8. — Summary  of  Uxumotivos  owned,  leased,  and  under  trust  and  oonditional  sales  agreements 


Total 


B-B 

B-B 

C-C 

B-B 

C-C 

B-B 

C-C 

B-B 

C-C 


1,471 


1,243 


U28C .  C-C 


Total  diesel  road  switch 


Subtotal . 

Total  diesel  road  lioight. . 

Diesel  road  switcber  (lAOO  bp  and  over) 


O.E _ 

O.E _ 

O.E . 

O.E _ 

QJ _ 

O.E . 


B-B 

B-B 

B-B 

B-B 

C-C 

B-B 

C-C 

C-C 


1,524 


B-B 

C-C 

B-B 

C-C 

B-B 

C-C 


Diesel  road  freight: 

EMD . 

EMD . . 

EMD . 


B-B 

C-O 

B-B 

C-C 

B-B 

C-C 


Nnmaer  of  units 


Wheel 

arrangenent 


Builder  madel 


Leased  Trust  C.SJl.  Owned 


Type  of  locomotive  and  builder 


PENN  CENTRAL 


BS32 . . 

B827 . . 

C424. . 

C426 . . 

C«28 . . . 

C4» . 

C«80_ . 

C686 . 


RSa— . 

B8D4.. 

RSU... 


R8D12.„ . 

RSU  (Med.)... 
R&D15 . 


B-B 

B-B 

B-B 

B-B 

B-B 

B-B 

C-C 

B-B 

C-C 

C-C 


32 

147 

40 

07^ 

no 

135 

SD45 _ I 


Ft;F7 _ 

_  FP7 . 

_ aP9 _ 

OP20 _ 

opao _ 

opas _ 

8035 _ 

OP40 _ 

8D40 _ 
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TABbE  3. — Simmary  of  locomot^  owned,  Uaeed,  and  under  irust  and  conditional  sale*  agreemente — Continued 


Wheel 

'grrangemMit 

1  Number  of  units 

Leas^ 

' 

Type  of  kcomotive  and  builder 

Builder  skodel 

A 

B 

Total 

Trust 

C.8.A. 

Owned 

PENN  CENTRAL-Continued 

DlaMl  road  pasaenger: 

*MD . . 

*MD . . 

MID . . . . 

EMD . . 

Total  diesel  road  passengers . 

4>ksel  yard  switcher  (under  l^hp:) 

EMD . •. . . 

•EMD . . . 

BMD . . . 

SMD . 

EMD . 

EMD . 

Subtotal . . . ... 

Baldwin . 

Baldwin . . . . . . . . 

Baldwin . 

Baldwin . . . 

Baldwin . 

Baldarin _ _ _ _ _ _ 

Subtotal . . . 

Ako . . 

Aloo . 

Alco . 

Ako . 

Afco . 

*  Subtotal . . 

O.E . 

Total  diesel  yard  switch . 

thidiUnary  of  diesel  electric  locomotives: 

Road  passenger . 

Road  freight . . . 

Road  switcher  type— 1 ,500  hp  and  over . 

Yard  switcher  type— 1,500  hp  and  under... 

Grand  total . . . 

Fmw  Central:  PRR/QE/WE . 

Electric  koomotive;  ALCO/OE... _ 

Road  passei^ger: 

ALCO/GE . 

G.E . 

Subtotals . 

Road  freight: 

G.E . . 

G.E . . 

PRR/OE/WE . . 

G.E . 

Subtotal. . . 

Switching: 

PRK . 

Alco . 

Subtotal . 


Tottd  electric  locomotive. 


174 


108 
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TjlBUB  if  heomotim  mmed,  hand,  and  under  trust  and  conditional  sales  agreements — Continued 


1 

Number  cf  units  | 

Leased 

Trust 

C.S.A. 

Owned 

m 

'  B 

Total 

41 

41 

41 

2D 

20 

20 

37 

37 

37 

is 

5 

5 

5 

5 

5 

108 

106 

10 

20 

78 

10 

10 

10 

2 

2 

2 

12 

12 

12 

24 

24 

14 

10 

. 

5 

5 

5 

137 

187 

29 

'20 

88 

3 

3 

3 

3 

*  3 

3 

6 

•6 

8 

21 

21 

10 

11 

25 

25 

25 

19 

19 

14 

5 

•  21 

21 

"  10 

11 

95 

95 

35 

35 

25 

137 

29 

20 

88 

3 

>  3 

95 

35 

35 

25 

235 

64 

55 

110 

• 

6 

6 

0 

4 

4 

4 

12 

12 

12 

22 

22 

12 

10 

4 

4 

4 

5 

6 

6 

0 

6 

12 

17 

6 

12 

12 

17 

4 

A 

4 

17 

40 

49 

18 

* 

31 

71 

71 

4 

4 

4 

Sft 

58 

6 

58 

e 

0 

68 

68 

66 

a 

3 

1 

2 

7 

7 

4 

3 

10 

10 

5 

5 

78 

5 

73 

71 

30 

41 

78 

5 

73 

_ ... 

149 

35 

.  114 

!■  '  Jfcjcaagsssss 

Type  of  locomotive  and  builder 


Builder  node! 


'Wheel 

^rraqgeipent 


READING  COMPANY 


Diesel  road  8witcher>freisht: 

EMD . . 

EMD . 

EMD . 

EMD . 

EMD . . . 


Subtotal. 


Aloe. 

Aleo. 

Alco. 


Subtotal . 

O.E . 

Total  road  frcisbt. 


Diesel  road  passenger:  EMD. 
Diesel  yard  switcher: 

EMD . 

EMD . 

EMD . 

EMD . 

EMD . 

EMD . 


Total  yard  switcher. 


Bummary  of  diesel  electric  locomotivee; 

Road  switcher  and  fright. _ 

Diesel  road  passenger. . 

Yard  switcher _ _ _ _ _ 


Grand  total . 

LEBlOfi  VAIXEY  RAILROAD 

Diesel  road  switch  (over  1500  hp): 

EMD . 

EMD . 

EMD . 


Subtotal. 


Alco. 

Alco. 

Alco. 

Alco. 

Aloo. 

Alco. 


Subtotal . 

Total  road  switobes. 

Diesel  yard  switch: 

EMD . 

EMD . 

EMD . 


‘  Subtotal. 


Baldwin . 
Baldwin . 


Subtotal . 

Total  yard  switches. 


Cununary  of  diesel  electric  locomotives: 

Diesel  toad  switches . 

Diesel  yard  switches . 


OP7..,. 

opao... 

OP85... 

OP«l-2. 

8D45... 


C4M. 

C430. 

ceso. 


TJ80-C. 


FP-7A. 


OE-6... 

OE-9... 

SW900.. 

SWlOOl. 

SW12W. 

6W1500. 


OP-18... 

OP-38... 

OP-38-2. 


Grand  total. 


R8-2.. 

R8-8.. 

R8-11. 

C-420.. 

C-<«28.. 

DL-701 


flWl . . 

swe.  7,  8,  9. 
NW2 . . 


DS-4-10. 

D8-4-12. 
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Table  3. — Summary  of  loeomotwea  owned,  leased,  and  under  trust  and  conditional  sales  agreements — Continued 


Type  of  tocomotive  end  builder 


CENTRAL  OF  NEW  JERSEY 

Dleiel  roed  tiritch4rei(ht; 

EMD . 

EMD . 

EMD . 

SubloM... . 

Aioo . . . 

Total  roed  freight . 

Dieael  roed  switch  passengers; 

EMD . 

EMD . 

Bobtotal . 

Diesel  yard  switch; 

EMD . 

EMD . . 

EMD . 

Subtotal . 

Summary  of  diesel  electric  locomotiTes: 

Roed  swltcber-frdght . 

Roed  switcher-passenger . 

Yard  switcher . - . 

Grand  total . . . 

ANN  ARBOR  RAILROAD 

Diesel  road  switch  (over  1,S00  hp),  EMD . 

Dieael  yard  switch,  ALCO . . 


SabtotM  (yard  switch) - - 

LEHIGH  AND  HUDSON  RIVER 

Diesel  roed  switch  (over  1,500  hp),  ALCO.. . . 

CON  RAIL  SYSTEM 

Summery  of  diesel  electric  locomotive: 

Roed  passenger .  .v. . . .-. .v. . .-.  . . 

Roed  freight..-..-. . 

Roed  switcher  (over  1,500  hp)...-..-..,...:...., 
Yard  switcher  (under  1,500  hp). . . 

Total . 

Summery  of  electric  locomotives: 

.  Road  passenger . . 

Roed  freight . . 

Switchers . . 

Total . . 

Grand  total  (ConRalllocomoUre  fleet)...... 


8? 


iA8  0fApr.l,m<. 

Source:  Railroad  Operatiug  Records— lO/TL 
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Table  4. — Recommended  attrition  rate  for  diesel  locomotives 


Pas¬ 

senger 

Road 

ire^ht 

Boad 

switch 

Yard 

switch 

Total 

P«nn  Central: 

Ownership . 

in 

1,524 

1.47* 

824 

Averace  afe . 

ii.8 

9.7 

lie 

22.7 

118 

Potential  retirements _ 

71 

182 

168 

181 

MO 

Averace  ac? . 

2a8 

22.0 

218 

210 

22.5 

Fleet  redaction  (percent).. 

Tas 

9.4 

112 

21.9 

14 

Locomotives  remaininc _ 

30 

1,302 

1,806 

848 

ll»71 

Averace  ace . 

115 

S.1 

112 

217 

12.9 

Reading  Company: 

8 

180 

102 

235 

2i 

14 

10 

14 

Potential  retlrpmenta,. . .. , 

8 

0 

6 

9 

n 

0 

28.2 

26.8 

Fleet  reductions  (percent). 

100 

0 

5.9 

0.C8 

Locomotives  remaining _ 

0 

180 

96 

224 

0 

8.4 

17 

7.7 

Lehigh  V^y' R.R.; 

Ownership . 

0  . 

17 

54 

73 

144 

as 

118 

22.8 

17.2 

Potential  retirements . 

0 

10 

73 

18 

218 

22.6 

22.8 

115 

100 

57.6 

17 

44 

61 

9.5 

10.0 

9.8 

Central  of  New  Jersey: 

Ownership . 

22 

21 

37 

21 

101 

Average  age . 

14.3 

17 

19.9 

25.8 

17.1 

Potential  retirements . 

9 

0 

87 

21 

67 

21.0 

19.9 

25.8 

21.9 

Fleet  reduction  (percent).. 

40.9 

100 

100 

66.3 

Locomotives  remaining _ 

13 

21 

0 

0 

34 

6.0 

6.7 

6.4 

Ann  Arbor  Railroad: 

Ownership . 

0 

0 

10 

5 

15 

.Average  age . 

0 

0 

10.0 

210 

117 

Potential  retirements . 

0 

0 

0 

5 

5 

0 

0 

, 

210 

24 

Fleet  reduction  (percent).. 

0 

0 

100 

33.3 

Looomotives  remaining _ 

0 

0 

10 

0 

10 

0 

0 

10.0 

10.0 

Lehigh  A  Hudson  River: 

Ownership . .’ — 

0 

0 

6 

0 

6 

Average  age . 

0 

0 

15 

0 

15 

Potential  ratirements . 

0 

0 

0 

0 

0 

0 

0 

0 

Fleet  redaction  (percent).. 

0 

0 

0 

0 

Locomotives  remaining _ 

0 

0 

6 

0 

6 

.  Average  age . 

0 

0 

15 

0 

15 

Total: 

Ov.-nershlp . 

126 

1,692 

1,579 

1,025 

4,422 

Average  age . 

17.9 

9.6 

116 

21.4 

114 

Potential  retirements . 

83 

132 

2U 

286 

714 

Average  age . 

20.7 

22.9 

21.4 

28.9 

22.5 

Fleet  reduction . 

65.9 

7.8 

115 

27.9 

16.2 

Locomotives  remaining... 

43 

1,560 

1,866 

704 

8,708 

11.9 

12 

110 

19.1 

12.5 

Total  road  service: 

3.271 

1 

12.0 

345 

21.9 

115 

i  2. 926 

10.9 

1 

1 

1 

Note:  Ownership  inchidee  all  locomotives  owned,  leased  or  obtained  by  C.B.A. 
Locomotives  ctnrcirtly  operating  as  leased  or  under  C.SwA.  not  conddered  tor 
retirement . 


Fleet  condition  anah’ses  reflecting  the  state  of  re¬ 
pail's  were  developed,  using  the  railroads’  statistical 
maintenance  data,  inspections  conducted  by  tJSRA, 
engineering  consultants’  valuation  information  and 
USRA  staff  studies.  These  data  also  irerB  nsed  to  gen-* 
orate  projected  retirements  from  tha  fleet  and.  Um  for¬ 
mulation  of  repair  pn^^nuns  to  biing  the  fleet  to  AStottis 


I 

of  normal  maintenance  procedures  (Table  4  and  Fig- 

nre6). 

Requirements  for  new  locomotive  acquisitions  were 
pro}ectod  to  offset  retiranents,  to  handle  anticipated 
.new  business  and  to  meet  special  requirementB  gener¬ 
ated  by  the  planned  abandoiUDent  of  the  electric  freight 
locomotive  operation,  discussed  in  Chaptei'  13.  Projected 
new  acquisitions  (Table  5)  were  bas^  on  savings  an¬ 
ticipated  frem  ocmsolklation  of  the  individual  fleets  of 
the  bankrupt  carrier^  from  gains  expected  from  im- 
{noved  management  techniques  through  use  of  more 
extensive,  modemiaed  data  grstenas  and  from  benefits 
realized  by  rehabilitation  of  the  tradk  fa<dlities. 

Adjustments  were  made  to  limit  acquisitions  to  a  rea¬ 
sonable  rate  consistent  with  production  schedules  of 
locomotive  bmldeis.  These  adjustments  slow  the  retire¬ 
ment  rates  of  older  locomotives,  increase  the  repair  pro¬ 
gram  requirements  and  adversely  affect  reductions  in 
maintenance  costs. 

USRA’s  plans  provide  for  a  heavy  rebuilding  pro¬ 
gram,  at  average  costs,  to  repair  or  replace  prime  com¬ 
ponents  after  recommended  and  acceptable  service 
periods.  Procedures  are  under  study  that  this  necessary 
maintenance  work  can  be  performed  with  minimal  out- 
of-service  time  to  prevent  a  build  up  of  bad  order  loco¬ 
motives  and  make  the  highest  possible  number  of  loco- 
jnotives  available  to  haul  trains. 

The  success  of  the  projected  repair  progrxun  (Table 
6)  will  be  essential  to  a  well-maintained  and  reliable 
fleet  and  to  prevent  farther  deferred  maintenance.  It  is 
expected  that  the  existing  shop  facilities  can  accom¬ 
modate  the  heavy  locomotive  repair  and  maintenance 
program  that  is  projected.  Xo  substantial  increases  in 
manpower  at  various  shops  are  anticipated,  since  the 
projected  number  of  loconu>tives  to  be  repaired  r^re- 
sents  only  a  modest  increase  over  current  production 
levels. 

The  availability  of  material  necessary  for  repair  pro¬ 
grams  may  require  some  future  adjustments  to  the 
plan  ^  however,  considering  the  present  condition  of  the 
fleet  and  the  current  heavy  repair  programs  underway, 
looonwtives  can  be  kept  within  acceptable  bad  order 
guidelines  by  initiating  adequate  managerial  ooiitrol  to 
determine  selecth'e  repair  programs  using  the  available 
inateriaL 

Financial  constraints  also  will  require  careful  man¬ 
agement  decisions  concerning  sdlective  repair  programs. 
If  the  consolidated  system  is  to  have  the  dependable 
locomotives  so  essential  to  its  long-range  economic  via¬ 
bility,  these  programs  cannot  be  constrained  by  erratic 
budget  allocation. 

The  projected  locomotive  acquisition  program  is  es¬ 
sential  to  prevent  the  locomotive  fleet  from  deteriorat¬ 
ing  into  functional  and  technical  obsolescence.  Without 
new  locomotives,  bad  oneder  ratios  will  rise,  more  expen- 
avB  repairs  to  units  which  would  otherwise  have  been, 
retired  will  be  inevitable  and  a  general  deterioration  of 


I  Pieseb  onljr.  >  Year  end.  *9:10newx>ld.  *  1:1  diesel:eleetric.  *l:lnew:old. 


the  fleet  will  occur  as  the  fleet’s  age  increases  and  older 
locomotives  become  less  effici^t. 

The  maintenance  and  renewal  of  the  present  loco¬ 
motive  fleet  will  not  require  a  substantial  increase  in 


the  present  level  of  such  expenditures  to  accommodate 
ConKail’s  needs.  However,  current  maintenance  proce¬ 
dures  will  require  review  and  some  revision  to  assure  op- 
timum  production  with  available  resources.  For  ex- 
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Tabls  B.-— Major  repair  eehedule  for  ConRail  loeomotivee 


Yfiv 

Bo«d 

locomotives  * 

Switcher 
locomotives  * 

ttm . . . . . 

817 

117 

1877 . 

792 

116 

1»78 . 

750 

106 

1979 . 

726 

114 

1960 . 

767 

112 

1981 . . . 

779 

113 

1982 . 

770 

113 

1963 . 

767 

115 

1964 . . . 

761 

118 

1965 . 

765 

121 

<  Based  on  4-year  interrals. 

>  Based  on  8-year  Intervals. 

ample,  some  shops  lack  sufficient  manpower  to  handle 
l)eriodic  maintenance  on  the  number  of  locomotives  as¬ 
signed,  while  other  shops  are  not  fully  utilized. 

Freight  Cars 

Freight  car  inventories  for  the  various  railroads  un¬ 
der  study  were  developed  from  internal  records  and 
reports  to  the  Interstate  Commerce  Commission.  Also, 
to  determine  the  inventory  and  condition  of  the  present 
fleet,  field  inspections  by  USRA  staff  were  supple¬ 
mented  by  an  inventory  and  assessment  study  per¬ 
formed  by  engineering  consultants  to  ascertain  financial 
valuation  of  freight  cars. 

The  number  of  revenue  freight  cars  reported  to  the 
Interstate  Commerce  Commission  as  of  December  31, 
1973,  for  each  of  the  railroads  under  study,  is  shown  in 
Table  7  by  class  of  equipment  and  ownership.  In  sum¬ 
mary,  the  freight  car  fleet  as  of  December  31, 1973,  was 
as  follows: 


Bsilrosd 

Number  of 
fr^ht 
cars 

Perceht  of 
total 

Penn  Centre! _ 

155,725 

89.0 

Reading . . . . . 

12,586 

7.2 

Lehigh  Valley . 

3,932 

2.2 

Ann  Arbor . . . . . 

386 

0.2 

Central  of  New  Jersey... . . . . 

2,514 

•  1.4 

Lehigh  and  Hudson............................... 

6 

ToUl . 

176,149 

100.0 

Of  the  total  freight  cars,  the  equipment  type  was  as 
follows; 


Type  of  equipment 

Number  in 
inventory 

Percent  of 
total 

Boxcar . . 

6a  102 

38,560 

51,103 

laios 

a967 

a2S4 

17^140 

34.3 

Gondola.  .  _ . _ 

22.0 

Open  top  hoiKwr— 

29.2 

Covered  hopper..  _ _ _ 

7.5 

Plat _ _  _ , _ . _ 

4.0 

All  other _ _ _ ....... _ _ 

3.0 

Total _ 

ibao 

The  ownership  of  freight  car  equipment  by  the  rail¬ 
roads  under  study  declined  from  190,091  cars  in  1970  to 


175,149  in  1973,  as  shown  in  Table  8  and  summarized 
as  follows: 


Total  freight  ear  equipment 


Year 

Changes  during  year 

Inventory 
as  of 

Dec.  31 

Additions  > 

Retirements' 

1970 . 

19a  001 
18a967 
183,010 
^  17a  143 

1971 . 

9,534 

1^396 

2,983 

12,658 

14.353 

1^850 

1972 . 

1973 . . . 

Total . 

23,193 

37,861 

I  Number  of  cars. 


Note:  This  summary  excludes  ownership  of  Lehigh  and  Hudson,  which  accounted 
for  only  6  cars  as  of  Dec.  31, 1073. 

As  of  November  1,  1974,  the  combined  fleet  for  the 
railroads  had  decreased  to  approximately  170,000  cars. 
Of  this  total,  more  than  18,000  were  in  bad  order  con¬ 
dition.  The  inventory  of  fleet  and  cars  out  of  service, 
by  railroad  and  car  type,  as  of  the  above  date,  are 
shown  in  Table  9  and  summarized  as  follows : 


Type  freight  car 

Total  fleet 

“Bad  order’’ 
unservice¬ 
able  cars 

“Bad  order" 
ratio 
(percent) 

Plain  box . . . 

29,400 

7,074 

24.1 

Equipped  box . . . 

29,597 

2,966 

10.0 

Covered  hopper . . . 

13,224 

614 

4.6 

Gondola. . 

34, 196 

2,022 

5.9 

Open  top  hopper . 

51,885 

4,324 

8.3 

Plats . 

6,202 

728 

11.7 

TOFC . 

964 

270 

28.0 

M/L  flats . 

4,446 

178 

4.0 

Other . 

323 

51 

15.8 

Total  fleet . 

170,237 

18,227 

10.7 

This  10.7  percent  bad  order  ratio  is  unusually  high 
when  compared  to  other  Class  I  railroads.  The  fleet  of 
the.  bankrupt  carriers  studied  is  approximately  12.5 
percent  of  the  total  Class  I  railroad  ownership ;  how¬ 
ever,  the  bankrupt  carriers  out-of -service  fleet  accounts 
for  approximately  21  percent  of  all  Class  I  unservice¬ 
able  freight  cars. 

The  number  of  revenue  freight  cars  by  age  group¬ 
ing  and  type  for  the  railroads  under  study  is  shown  in 
Figures  7  and  8,  For  the  combined  fleet,  the  average 
age  by  type  is  as  follows: 


Average  age  (years) 

Ty^  freight  car 

Original 
date  built 

Original 
date  built 
or  latest 
rebuilt  date 

Box  car........ . . . . . 

18 

12 

15 

IS 

17 

14 

17 

12 

Another.  _  _ _ 

12 

12 

Total  fleet.. 

17 

13 

TabiiB  7. — Summary  of  freight  care  owned  and  leaeed — By  railroad  (As  of  Dec.  SI,  197S) — Continued 
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FIGURE  7 

NUMBER  OF  REVENUE  FREIGHT  CARS 
RAILROADS  UNDER  STUDY 
'BY  TYPE  AND  AGE  (ORIGINAL  DATE  BUILT) 
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Table  10. — EttimaUd  freight  car  acquisition,  heavy  repair,  and  retirement  program  for  ConRail,  1976-85 


Type  car 

1976 

1977 

1978 

1979 

1960 

1976-80 

period 

1961 

1962 

1983 

1984 

1985 

1981-85 

period 

1976-85 

period 

i 

Estimated  freight  car  acquisition  imtgram  (number  of  cars  per  year) 

! 

1,040 

468 

1,018 

2,516 

414 

1,197 

2,362 

2,104 

1,727 

7,804 

10,320 

■■■■■ 

■■■■I 

■iiiiiii 

HBBB 

792 

406 

455 

8,767 

1,845 

mppip 

1,845 

5,612 

4S6 

1^881 

1,108 

%645 

jBBHB 

jBBHB 

.2,045 

648 

171 

014 

827 

360 

687 

h301 

'TOFr  _  _ 

Hiwm 

HBB 

mnn^m 

Total . 

899 

4,706 

1,900 

809 

1,468 

9,842 

2,259 

1,197 

2,362 

2,431 

2,087 

10,336 

20,178 

Plain  box . . 

8,148 

2,572 

2,644 

1,920 

1,401 

11,680 

750 

750 

750 

1,500 

1,500 

5,250 

16,930 

Special  box......  ................ 

1,985 

1.585 

1,841 

2,580 

8,521 

2,500 

15,000 

23,521 

Covered  hopper.................... 

1,011 

754 

980 

1,200 

2,000 

1,000 

6,200 

10,295 

Gondola.  .......................... 

2,096 

2,226 

2,278 

2,222 

10,772 

2,800 

2,300 

2,300 

12,200 

22,972 

Open  top  hopper.... . 

2^400 

8,500 

3,500 

16,500 

81,200 

Flat  car.  ....J.......... ...... ...... 

928 

761 

366 

598 

612 

3,265 

800 

300 

600 

600 

2,400 

5,665 

TOFf; _ _ - . .  . 

M  T,  flat . . 

8 

5 

13 

18 

Al!  other _ 

26" 

86 

25 

137 

50 

25 

50 

25 

25 

175 

312 

Total . 

12,460 

11,116 

9,271 

9,891 

10^445 

53,183 

10^900 

10,375 

11,425 

110,908 

Estimated  freight  car  retirement  program  (niunber  of  cars  per  year) 

Plain  box . 

1,601 

1,648 

1,844 

1,777 

2,250 

8,620 

1,977 

1,977 

1,977 

1,977 

1,780 

9,688 

18,308 

Special  box . . . . 

204 

334 

849 

479 

1,269’ 

2,685 

586 

586 

586 

586 

594 

2,938 

5,578 

Covered  hopper... . . . 

68 

68 

68 

68 

153 

425 

417 

417 

417 

417 

404 

2,072 

2,497 

Gondola . . 

999 

928 

946 

1,353 

1,875 

5,601 

180 

186 

186 

186 

179 

923 

6,524 

Open  top  hopper.. . 

1,840 

1,620 

1,770 

920 

3,154 

9,304 

265 

265 

265 

265 

292 

1,852 

10,656 

Flat  car _ ....................... 

226 

206 

206 

258 

252 

1,148 

802 

302 

302 

302 

287 

1,495 

2,638 

TOFC  . . . — 

424 

2 

22 

2 

85 

555 

555 

M/Lflat . 

882 

415 

482 

518 

226 

1,973 

16 

10 

16 

16 

16 

80 

2,053 

All  other . 

31 

31 

31 

26 

1 

120 

1 

1 

1 

1 

2 

6 

126 

Total . 

5,725 

5,272 

5,218 

5,396 

8,765 

30,876 

3,750 

3,750 

3,750 

3,750 

3,554 

18,554 

48,980 

Forecasts  of  ConRail’s  future  freight  car  require¬ 
ments  are  based  on  projected  traffic.  USRA’s  proposed 
car  program  for  the  period  1976-1985  provides  for  the 
aciquisition  of  20,178  new  freight  cars,  heavy  repairs  to 
110.908  existing  and  retirement  of  48,930  cars.  This 
):!rogi’am  is  shown  in  detail  in  Table  10.  These  estimates 
were  based  upon : 

•  A  31  percent  improvement  in  car  utilization, 

•  Projection  of  future  traffic  demands, 

•  Projected  fleet  attrition  due  to  age,  condition,  type 
of  equipment  and  non-anticipated  losses  to  the  fleet 
(such  as  cars. damaged  in  derailments,  fires,  etc.), 
and 

•  Projected  heavy  repairs  to  the  existing  fleet.  The 
extent  to  which  these  repairs  are  made  will  depend 
upon  the  demand  for  specific  car  types,  the  eco- 
jiomic  return  to  be  gained  considering  the  remain¬ 
ing  life  of  cars  to  be  repaired,  and  the  availability 
of  enough  cars  to  justify  tooling  up  the  rebuild 
facility  for  a  specific  car  type. 


Major  Shop  Facilities 

The  proposed  role  of  existing  facilities  in  the  consolidated- 
system  is  summarized  below : 


Juniata 
(Altoona,  Pa.) 


Samuel  Rea  Shop 
( Holliday sburg,  Pa.) 


Will  be  the  heart  of  ConRail's  loco¬ 
motive  maintenance.  I’SRA’s  plans 
provide  for  improving  the  engine, 
traction  motor  and  truck  rebuild 
lines,  and  also  envision  Juniata  for 
all  major  rebuilding,  plus  repairs  to 
collision  and"  fire-damaged  units 
and  major  modifications.  Juniata 
will  require  $4.8  million  in  capital 
improvements. 

Will  be  ConRail’s  major  freight  car 
repair  .shop  and  the  major  supplier 
of  component  car  parts  for  the  en¬ 
tire  consolidated  system.  In  addi¬ 
tion,  Samuel  Rea  will  bid  on  all  new’ 
cars  in  corai)etition  with  car  manu¬ 
facturers.  While  this  facility  has 
enormous  potential  capabilities,  it 
needs  capital  improvements  of  $10.8 
million. 
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Reading 

Locomotive  Shop 
(Reading,  Pa.) 


Reading 
Car  Shop 
(Rending,  Pa.) 


Sayre 

(Sayre,  Pa.) 


Wiliniugtoa 
(Wilmingtoii,  Del.) 


Colliinvood 
Rack  Shop 
(E.  (’leveland,  Ohio) 


Wili  be  used  to  supplement  Juniata’s 
main  component  locomotive  change- 
out  programs.  In  addition,  a  truck 
rebuild  line  will  be  added,  plus  all 
major  overhauls  on  switcher  loco¬ 
motives.  Capital  improvements  of 
approximately  $500,(K)0  are  re¬ 
quired. 

Will  supplement  Samuel  Rea  Car 
Shop,  handling  all  medium  reiiairs 
plus  special  car  modification  i>ro- 
grams.  Capital  improvements  of 
$050, (MX)  are  required. 

Locomotive  and  car  operations  pres¬ 
ently  i)erfonned  at  Sayre  will  l)e  re- 
assigne<1.  Of  260  craftsmen.  80  had 
less  than  three  yesirs’  service  ns  of 
January  2,  1974  and  are  subject  to 
•termination,  and  18  men  are  over  (lO 
years  of  age  and  are  sul>ject  to  re¬ 
duced  seiJaration  payments.  Those 
remaining  will  be  offered  tnmsfer 
to  other  locations. 

Will  continue  as  the  major  rei^air 
and  maintenance  iioint  for  electric 
GG-1  locomotives,  Metrollner  cars 
and  MTT  (multiple-unit)  commuter 
cars  under  contract  for  Amtrak  and 
various  regional  passenger  operat¬ 
ing  authorities.  Freight  diesel  loco¬ 
motives  presently  assigned  to  Wil¬ 
mington  will  l)e  renssigne<l  to  Mor- 
risville,  Allen  Street  and  Abrams 
(in  the  Philadeli>hia  area)  for 
maintenance. 

Will  continue  in  the  Plan’s  early 
yearsjis  the  major  overhaul  point 
for  ALCO  and  General  Electric 
locomotives  and  comin^nents. 


Running  Repair  Shop^ 


(’ollinwood 
Diesel  Shop 
((’levelaud,  Ohio) 


Iluriiion  Shop 
( Croton-on-Uiulson, 
X.Y.) 

Rea  con  Park 
(R(»ston,  Mass.) 
Ruffalo 

(Ruffalo,  N.Y.) 
(’e<lar  Hill 
(New  Haven,  Conn.) 


Selkirk 

(.Vlbany,  N.Y.) 


DeWitt 

(Syracuse,  N.Y.) 
Morrisvilie 
( MorrisviUe,  Pa.) 


There  will  be  no  change  in  the  present 
operation.  Colllnwood  will  continue 
to  do  periodic  locomotive  mainte¬ 
nance  plus  comi>onent  change-out 
work. 

Does  not  include  any  freight  opera¬ 
tions  and  uill  not  l»e  acquired. 

No  change  anticipated. 

No  change  anticlpatetl. 

Requires  a  new  combination  car  and 
locomotive  repair  shop  with  capital 
improvements  of  $3.5  million. 

Will  continue  its  present  operation 
plus  the  assignment  of  additional 
locomotives.  Capital  improvements 
are  requlretl  at  an  estimated  cost 
•of  $100,000. 

No  change  anticipated. 

Will  handle  additional  i^eriodic  loco* 
motive  in.si>ectlons,  as  freight  funo 
tions  are  phased  out  of  Wilmins* 
ton. 


E’Port 

(Elizabeth,  N.J.) 


Meadows 
(Newark,  N..T.) 


Oak  I.sland  * 
(Newark,  N.J.) 


Reading  Car  Repair 
Track 

(Reading,  Pa.) 
Allen  St. 

(Philadelphia,  Pa.) 


Abrams 

(Norristown,  Pa.) 
Enola 

(Harri(fi>urg,  Pa.  area) 


Harrisburg 
(Harrisburg,  Pa.) 

Conway 

(Pittsburgh,  Pa.  area) 


Ashtabula 
(Ashtabula,  Ohio) 


Detroit 

(Detroit,  Mich.) 
59th  Street 
(N.  Chicago,  Ill.) 


Stanley 

(Toledo,  Ohio  area) 
Avon 

(Indianapolis,  Ind.) 


Buckeye 

(Columbus,  Ohio) 
Rutherford 
(Rutherford,  Pa.) 


Will  l>e  itrinciiMtl  locomotive  running 
repair  shop  for  Newark,  Waverly, 
and  Oak  Island.  Needs  capital  Im¬ 
provements  of  $600,000. 

The  locomotive  facility  will  be  close<I 
with  units  and  manpower  trans¬ 
ferred  to  E’Port.  The  car  forces  will 
remain  the  .same. 

Will  l)e  a  major  terminal  yard  and 
will  need  new  servicing  facilities. 
Ix)comotives  will  be  reassigned  to 
E’Port  for  maintenance.  A  new  car 
repair  track  is  required  to  increase 
car  production  at  a  cost  of  $1.5  mil¬ 
lion. 

Will  i»erforiu  all  running  car  repairs 
in  the  Rending  area. 

Will  l»e  the  major  c*ar  repair  shop  in 
the  Philadelphia  area.  Capital  im¬ 
provements  i»f  $250,000  are  re¬ 
quired. 

Will  continue  as  it  is  at  present. 
Additional  cars  can  be  repaired  by 
adding  a  second  and  third  track. 

Will  have  increased  units  assigned 
and  will  continue  to  do  major  com¬ 
ponent  change-outs.  Capital  im¬ 
provements  of  $200,000  are  re¬ 
quired. 

Will  have  increased  units  assigneil 
and  will  continue  to  do  major  com- 
ix>nent  change-outs. 

Is  now  the  major  locomotive  shop  for 
the  Pittsburgh  area.  However  the 
entire  facility  is  obsolete  and  ineffi¬ 
cient  and  requires  a  cafdtal  ex¬ 
penditure  of  $7  million. 

Supports  the  Ashtabula  ore  and  coal 
piers.  A  new  car  repair  track  is 
needed  with  capital  expenditure 
of  $200,000. 

Will  continue  with  anticipated  down¬ 
grade  in  activity. 

There  will  be  no  change  in  present 
operation.  However,  new  fuel-sand 
facilities  are  required  plus  minor 
improvements.  Capital  improve¬ 
ments  of  $500,000  are  required. 

Will  handle  increased  traffic  with  in¬ 
creased  locomotive  and  car  repair 
activity. 

To  accommodate  proposed  Increased 
activity,  the  diesel  shop  will  need 
storage  facilities  plus  a  wheel 
trueing  machine.  Capital  improve¬ 
ments  are  estimated  at  $2  million. 

No  change  anticipated. 

Will  be  phased  out  as  a  locomotive 
maintenance  facility.  This  work 
and  the  necessary  manpower  will 
be  transferred  to  Enola  and 
Harrisburg.  Facilities  will  be  re¬ 
tained  for  servicing  locomotives. 
The  car  repair  trade  at  Rutherford 
is  an  excellent  facility  and  its  force 
will  be  expanded. 
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Marine  Facilitie* 

The  coal  pier  at  Ashtabula  was  built 
in  1968  and  is  an  excellent  facility 
with  capabilities  of  loading  6,000 
tons  per  hour  into  ships  for  Great 
Lakes  movement.  Depending  on  the 
traffic,  there  is  a  need  for  additional 
capital  improvement  at  a  cost  of 
$3.8  million.  The  ore  unloading 
fiicilities  at  Ashtabula  consist  of 
60-year-old  ore  unloading  bridges 
requiring  replacement  at  an  esti¬ 
mated  |35  million. 

This  facility  has  excellent  acreage  for 
future  marine  development.  How¬ 
ever,  it  needs  very  extensive  capital 
expenditure  to  replace  their  present 
coal  and  ore  facilities.  Therefore, 
under  present  plans,  it  should  be 
phased  out.  Personnel  will  be  of¬ 
fered  transfers  to  other  locations. 
Greenwich  has  excellent  imloading 
facilities  and  should  be  the  key 
marine  facility  in  the  east  for  ore 
imports.  The  coal  dumper  and  pier 
need  capital  Improvements  of  $.'5.8 
million. 


Material 

During  1973  and  1974,  demand  for  new  freight  car 
l)ioduction  was  constrained  by  the  supply  of  forging, 
l  asting  and  wheels.  This  was  caused  by  insufficient  steel 
allotted  to  the  railroad  industry  and  lack  of  production 
capacity  of  forging  and  casting  manufacturers  due  to 
ol)solete  plants. 

New  car  orders  for  the  industry  for  1974  and  1975 
numbered  about  65,000  each  year.  In  addition,  more 
stringent  regulation  by  the  Federal  Railroad  Admin¬ 


istration  has  inci'eased  the  need  for  wheels  and  other 
components.  There  is  a  possibility,  however,  that  with 
the  present  economic  outlook,  the  steel  companies  may 
increase  the  railroads'  supply  of  steel  for  car  require¬ 
ments.  This  would  enable  ConRail  to  advance  the  re-' 
habilitation  of  car  fleets  as  outlined  in  this  cha|>tei-. 

Manpower 

Certain  changes  of  mani)ower  assignments  are  antic¬ 
ipated  in  the  restructuring  of  ConRail  shop  facilities. 
Sayre,  the  major  shop  of  the  I^ehigh  Valley  Railroad 
will  not  be  needed.  The  269  employees  employed  there 
can  be  utilized  in  the  system  by  a  transfer  to  the  Read¬ 
ing  shops. 

The  Rutherford  locomotive  maintenance  facility,  in¬ 
volving  107  Reading  employees,  is  expected  to  be  aban¬ 
doned.  The  work  would  be  transferred  to  the  nearby 
Harrisburg  facilities  on  the  Penn  Central. 

Workload  of  some  of  the  smaller  facilities  over  the 
network  will  be  changed,  eventually  requiring  manage¬ 
ment  decisions  to  adjust  the  manpower  at  these  loca¬ 
tions.  None  will  be  of  tlie  magnitude  of  the  adjustments 
at  Sayre  or  Rutherford.  Further,  an  increase  of  freight 
car  repairs  at  Altoona  heavy  repair  shops  will  require 
additional  employees  to  support  an  expanded  car  repair 
progi'am.  The  projected  locomotive  repair  program  is' 
expected  to  require  adjustment  since  Altoona  will  be 
the  major  locomotive  repair  point  for  all  road  locomo¬ 
tives.  Any  increase,  however,  may  be  offset  by  adjust¬ 
ments  resulting  from  the  transfer  of  work. 

A  further  examination  of  manpower  requirements  at 
the  various  locomotive  and  car  running  maintenance 
facilities  will  be  necessary.  Our  preliminary  studies  in¬ 
dicate  that  certain  facilities  are  undermanned  for  the 
work  load  involved. 


A'^htabala 
(Ashtabula,  Ohio) 


Port  Richmond 
(I'hiindelpfaia,  Pa.) 


Gret‘nwich 

( 8.  iniiladelpUia,  Pa.) 
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Light-Density  Lines  and  Their 
Impact  on  Communities' 

Maps  of  the  Northeast  and  Midwest  rail  system  reveal  a  prolifera¬ 
tion  of  branch  lines ^  a  heritage  of  the  rail  industry's  early  growth.  With 
shifting  traffic  and  widespread  truck  operations,  many  of  these  light- 
density  rail  lines  became  uneconomical,  resulting  in  a  large  cash  drain 
on  the  bankrupt  carriers. 

Although  the  Regional  Rail  Reorganization  Act  of  1973  mandates 
the^  creation  of  a  financially  self-sufficient  and  for-profit  private  corpo¬ 
ration,  it  provides  for  the  maintenance  of  essential,  but  unprofitable, 
branch  line  services  through  a  program  of  rail  service  continuation 
subsidies. 

This  chapter  discusses  the  origin  of  the  light-density  line  problem, 
the  financial  ramifications  for  the  ConRail  System  of  continuation  of  these 
lines  and  the  potential  impact  upon  shippers  and  communities  if  services 
on  these  lines  were  terminated. 

The  chapter  finds  that,  from  an  overall  regional  standpoint,  abandon¬ 
ment  would  not  have  a  serious  impact,  but  that  harm  could  be  done  to 
specific  communities.  It  recommends  that  the  subsidy  provision  provided 
in  Title  IV  of  the  Act  be  used  to  obviate  the  direct  conflict  between  the  Act's 
goals  of  avoiding  serious  community,  labor  and  environmental  impacts 
and  its  intent  of  creating  a  financially  self-sustaining  ConRail  System, 

^  This  chapt«r  also  appears  as  the  first  part  of  Chapter  16  In  Yoluioe  IL 
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Of  all  the  issues  raised  since  congressional  enactment 
of  the  Regional  Rail  Reorganization  Act  of  1973,  none 
has  l)een  the  subject  of  more  discussion  and  debate  than 
the  future  of  the  light-density  or  branch  rail  lines. 

The  Department  of  Transimrtation  report  was  issued 
on  February  1, 1974.  It  labeled  15,575  miles  of  the  61,000 
ii'.iles  of  titick  it  studied  as  potentially  excess.  Since 
ih.at  time  the  testimony  of  the  public  at  the  RSPO 
hearings  and  the  January  10, 1975  RSPO  comments  on 
the  Association's  Annual  Report  all  focused  on  the 
bght-density  line  issue.  What  is  the  problem,  and  what 
sue  its  dimensions?  What  is  the  solution  in  the  Prelimi- 
nsuv  System  Phin,  within  the  limits  of  the  Act? 

Light-Density  Lines  in  Perspective 

At  the  time  of  the  original  rail  construction  in  the 
Region,  trackage  networks  of  individual  railroad  com- 
l>anies  were  small — designed  to  meet  the  real  or  antici- 
l>ated  requirements  of  a  limited  area.  Track  connections 
were  built  almost  at  random  between  communities  to 
fsicilitate  the  flow  of  goods  and  to  permit  competition 
wifh  other  railroads.  There  was  no  overall  regional  de¬ 
sign  to  the  rail  network.  Local  service  and  local  traffic 
flows  dominated  the  business. 

Tlie  Nation’s  population,  industiy  and  commerce  were 
concentrated  in  the  area  bounded  by  the  Mississippi 
River  on  the  west  and  the  Ohio  Biver  <hi  the  south, 
and  consequently  the  rail  system  was  far  more  com¬ 
prehensive  in  the  Midwest  and  the  Northeast  than  in 
t  ;jo  i-est  of  the  country. 

Even  before  the  maximum  system  size  was  attained 
in  1916,  the  comi>osition  of  rail  services  was  changing. 
As  natural  resources  in  an  area  were  exhausted,  or  as 
pnxtuction  locations  shifted,  or  as  anticipated  demands 
for  certain  services  failed  to  materialize,  the  need  for 
lail  service  changed.  Thus,  even  thoufdi  there  was 
growth  in  the  overall  rail  system,  service  was  being 
withdrawn  from  some  areas. 

The  industry’s  rapid  and  unplanned  expansion  and 
oviocxtension  created  many  lines  which  never  were 
ecojiomical,  but  of  far  more  significance  to  unprofit¬ 
able  o|K‘rations  have  been  the  technological  develop¬ 
ment  of  alternate  modes  of  transportation,  the  shifts  in 
juxaluction  and  distnbution  technologies  or  locations, 
and  shifts  in  the  final  demand  for  goods  and  services. 
Often  these  factora  moved  together. 

Development  of  the  motor-carrier  industry,  for  ex¬ 
ample,  reflected  improvements  in  the  basic  technology 
of  that  form  of  transportation  (including  the  construc¬ 
tion  of  modern  highways)  and  produced  shifts  in  loca¬ 
tion  of  economic  activity  to  suburban  a'reas  and  rapid 
growdli  of  light  manufacturers  and  services  relative  to 
lu  avy  manufactures  and  mining  (see  Chapter  1).  Simi- 
larb'.  pipeline  operations  achieved  large  increases  in 
t(“<-hnological  efficiency  during  the  shift  from  coal  to 
]>v  tioleum  fuels  and  produced  the  relocation  of  much 
economic  activity  from  the  Northeast  to  the  Gulf  states. 


A  major  factor  was  the  extensive  development  of 
inland  watei*ways  which  diverted  from  rail  semdees  a 
large  volume  of  bulk  products.  As  a  consequence  of 
these  changes,  traffic  whicli  had  lx*en  carried  almost 
entirely  by  the  rail  industry  was  captured  by  competi¬ 
tive  moiles,  causing  readjustment  problems  for  the 
Northeast  and  Midwest  Region  in  particular.  These 
fundamental,  sti'uctural  changes  are  continuing  today. 

The  rise  of  the  trucking  mode  is  of  greatest  impor¬ 
tance  with  res|)ect  to  inteiinodal  competition  and  de¬ 
mand  shifts  and  their  impact  on  light-density  lines.  As 
tlie  railroads  themselves  had  once  Ikhmi  a  revolutionary 
force  in  facilitating  the  development  of  previously  in¬ 
accessible  areas,  the  development  of  motlern  highways 
and  the  motor-carrier  industry  has  revolutionized  the 
transportation  patterns  in  the  Region.  The  improve¬ 
ment  of  “farm  to  market”  loads  and  the  highway 
network  generally  made  agriculture  and  small  manu¬ 
facturing  less  dependent  ui>on  small  rui  al  communities 
and  the  rail  lines  serving  them. 

Traffic  originating  from  these  communities  became 
more  suitable  to  trucking  than  rail  service;  often  rail 
lines  in  agricultural  areas  were  left  with  no  traffic  other 
than  once-a-ycar  movements  of  crops.  Highway  im¬ 
provements  also  promoted  a  vast  increa.se  in  private  auto 
ownersliip  and  resulted  in  the  virtual  disappearance 
of  local  rail  passenger  service. 

Improved  highivays  and  the  rise  of  the  motor  carrier 
industry  permitted  decentralization  of  much  urban- 
based  commerce.  Heavy  manufacturing  and  shipping 
activities  had  clustered  around  rail  facilities  located  in 
the  central  city,  but  the  development  of  efficient  motor 
carriers  and  modem  highways  accelerated  migration  of 
industrial  activity  and  population  from  city  centers  to 
the  suburbs  and  from  the  Northeast  and  Midwest  to 
the  South  and  West.  These  relocations  often  reduced  the 
distance  which  commodities  had  to  move,  thereby  en¬ 
hancing  the  ability  of  motor  carriers  to  compete  effec¬ 
tively  for  the  traffic. 

Another  factor  is  that  reorganizations  of  the  indus¬ 
try — in  particular,  railroad  mergera  and  traffic  rerout- 
ings — made  some  trackage  unnec*essary.  The  industry 
has  souglit  lower  unit  costs  through  l)etter  utilization 
of  equipment  and  economies  of  scale.  Mergei-s  were  un¬ 
dertaken  to  attain  the  traffic  levels  and  system  size 
thought  necessary  to  re.alize  these  economies.  Mergers, 
particularly  when  they  involv'ed  parallel  rail  can*icrs, 
presented  op^wrt unities  to  dovmgrade  or  retire  one  of 
two  main  lines,  plus  internally  redundant  feeder  and 
branch  line  systems  that  were  an  amalgamation  of  the 
lines  of  the  mei^d  entities.  Traffic  rerouting  and  .serv¬ 
ice  restructuring  often  eliminated  the  economic  justifi¬ 
cation  for  what  had  been  main  and  secondary  lines. 

In  sum,  the  Region’s  rail  system  has  long  faced  a 
transition  problem  of  substantial  proportions.  Rail  lines 
which  at  one  time  were  self-supporting  have  Ixien  left 
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with  inadequate  traffic  and  revenue.  Many  such  lines 
remain  today,  still  draining  the  financial  and  competi¬ 
tive  strength  of  rail  can-id's. 

Railroads  Try  To  Adjust 

Kailroads  have  engaged  in  a  number  of  practice-s 
to  adjust  to  the  redundant  capacity  which  developed 
from  the  processes  of  the  past  and  which  continue  to¬ 
day.  These  efforts  include  service  reduction,  deferral  of 
maintenance,  internal  cross  subsidies  and  the  abandon¬ 
ment  of  lines. 

Reduction  of  service  is  an  almost  automatic — albeit 
usually  lagged — ^response  to  a  decline  in  traffic.  Sernce 
frequency  is  adjusted  after  traffic  declines  are  noted  and 
identified  as  permanent.  The  effectiveness  of  this  ap¬ 
proach  is  tempered  by  two  factors.  First,  serv  ice  reduc¬ 
tions  may  have  the  effect  of  forcing  some  of  the  remain¬ 
ing  traffic  to  motor  carriage,  thereby  further  eroding  the 
financial  condition  of  the  line.  Second,  limited  service 
reductions  often  result  in  only  minor  savings. 

Deferred  of  roadway  maintenance  also  tends  to  be  an 
automatic  but  lagged  response  to  a  decline  in  traffic, 
especially  when  the  carrier's  earnmgs  are  low.  Reduc¬ 
tion  in  roadway  maintenance  levels  reduces  operating 
expenses  in  the  near  terra,  with  little  or  no  impact  on 
revenues  in  the  short  run.  This  process  can  Ik*,  called 
gradual  disinvestment. 

Railroad  profits  closely  follow  general  trends  in  the 
economy.  Since  internally  generated  cash  flow  is  almost 
the  only  source  of  funds  for  maintenance-of-way,  it 
is  general  industry  practice  to  defer  maintenance  during 
Xjeriods  of  low  earnings  and  to  try  to  catch  up  when 
earnings  are  high.  When  maintenance  is  deferred  for 
long  i)eriods  and  when  the  level  of  catch-up  maintenance 
fails  to  equal  accumulated  deferrals,  the  basic  plant 
deteriorates,  and  the  ability  to  provide  service  is  reduced 
with  a  consequent  adverse  effect  on  revenues.  The  cycle 
tends  to  be  self-generating  and,  if  continued  long 
enough,  facilities  deterioi-ate  until  safe  operation  is 
impossible  without  improvements  to  the  plant. 

Ry  definition,  wherev'cr  a  continuing  service  fails  to 
cover  its  costs,  an  internal  cross  suhsidy  results  (see 
Chapter  2).  Deficits  produced  by  such  services  are  off¬ 
set  by  higher  rate  lev’els  on  other  services  or  by  erosion 
of  shareholders’  equity.  Cross  subsidies  can  be  justified 
only  where  the  service  being  supported  is  likely  to  revive 
and  return  to  profitability  in  the  near  term.  Prolonged 
cross  subsidy  benefits  neither  the  carrier  nor,  obviously, 
other  shippers  who  must  pay  higher  rates. 

The  final  coiu-se  of  action  available  to  a  raili-oad  is 
ahandonment.  Since  1920,  the  Interstate  Commerce 
Commission  has  had  authority  to  control  the  abandon¬ 
ment  of  rail  mileage.  The  abandonment  procedure  in¬ 
volves  the  preparation  and  submission  by  the  railroad 
to  the  ICO  of  an  application  containing  information 


pertaining  to  the  line  and  the  size  of  its  reported  deficit 
and  the  carrier’s  financial  ability  to  bear  the  loss. 

The  ICC  may  hold  public  hearings  on  the  proposjil 
before  weighing  the  evidence  and  deciding  whether  i-c- 
tention  of  the  line  meets  the  test  of  “public  convenience 
and  necessity.”  Since  passage  of  the  National  Environ¬ 
mental  Policy  Act  of  1969,  and  as  a  result  of  subsequent 
court  cases,  the  ICC  must  also  prepare  an  environ¬ 
mental  impact  statement  on  the  abandonment  decision 
(see  Chapter  11). 

An  inadequate  and  protracted  adjustment  process  af- 
fecte  the  shippers  and  communities  served  as  well  as 
the  carriers.  Declines  in  the  quality  and  quantity  of 
rail  service  and  increased  cost  and  rate  levels  speed 
the  process  of  industry  outmigration  and  limit  the  abil¬ 
ity  to  attract  new  industry.  This,  in  turn,  gradually  af¬ 
fects  the  individual  community  and  its  population  an<l 
employment  base.  These  effects  are  considered  in  more 
detail  in  the  latter  part  of  this  chapter. 

Service  Discontinuance  in  the  Past 

The  filmg  of  abandonment  applications  has  been  cy¬ 
clical,  reflecting  carrier  earnings  levels  and  inability  to 
continue  cross  subsidies.  The  limited  abandonment  ac¬ 
tivity  between  1920  and  1927  reflected  satisfactory  profit 
levels  and  little  intermodal  competition.  Between  1928 
and  1941,  however,  there  were  a  great  many  abandon¬ 
ments  due  to  the  decline  of  traffic  during  the  Depres¬ 
sion  and  the  effects  of  motor  carrier  competition. 

Between  1942  and  1953,  abandonment  activity  slowed 
amidst  a  surge  of  freight  and  passenger  traffic.  In 
addition,  in  1942  the  Supreme  Court  upheld  the  right  of 
the  ICC  to  include  employee  protection  conditions  in 
abandonment  authorizations.  This  changed  the  rules  for 
abandonment  and  reduced  the  potential  cost  savings. 

Abandonments  were  at  a  relatively  high  level  between 
1954  and  1969,  reflecting  the  advent  of  the  Intei-state 
Highway  System  and  several  economic  downturns  dur¬ 
ing  the  period.  Since  1969,  there  has  been  an  increase 
in  applications  as  a  consequence  of  the  continued  di¬ 
version  of  traffic  to  competing  modes  and  the  industry’s 
depressed  earnings  level. 

Between  1920  and  1970,  railroads  filed  4,473  abandon¬ 
ment  applications  involving  73,555  miles.  In  the  ma¬ 
jority  of  instances,  the  abandonment  petition  was  ap¬ 
proved.  Carriers  have  become  sophisticated  in  predict¬ 
ing  -which  applications  will  be  approved — ^lienee  the 
high  success  rate. 

If  a  carrier  is  uncertain  of  the  outcome,  it  usually  will 
choose  to  continue  the  line  in  operation  but  reduce  main¬ 
tenance  expenses,  impairing  service  which  in  time  may 
be  reduced  to  the  point  of  de  facto  abandonment. 

Of  equal  importance,  however,  to  a  full  undei-stand- 
ing  of  the  problem  is  that  gradual  extension  through¬ 
out  the  Region,  of  that  process  of  de  facto  abandonment 
mentioned  above.  This  has  happened  to  far  too  many 
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8}iipper»  «iid  communities — often  almost  without  their 
notice.  No  shipper  or  community  is  well  served  by  * 
continuation  of  such  a  practice,  and  it  is  the  Associa¬ 
tion's  desire — as  hereinafter  develojwd — not  only  to 
halt  such  a  practice  but  p’adually  to  improve  rail  sei’v- 
ic'e  on  those  branch  lines  which  do  pass  the  test  of  eco¬ 
nomic  viability  as  promptly  as  the  availability  of  mate¬ 
rial  will  allow. 

USRA  and  Light-Density  Lines 

The  light  density  line  issue  presented  T'SRA  with  a 
significant  challenge.  The  1974  DOT  report  dealt  with 
solvent  as  well  as  bankrupt  carriers,  but  the  Associa¬ 
tion's  planning  is  concentrated  on  the  light-density  lines 
of  the  “railroads  in  reorganization.”  The  DOT  report 
found  15,575  miles  of  the  61,000  miles  of  track  it  studied 
as  “potentially  excess.”  USBA  found  9.600  miles  of 
track  of  the  bankrupt  railroads  as  appropriate  for  stud¬ 
ies.  Of  that  amount  about  3,400  miles  have  been  rec¬ 
ommended  for  inclusion  in  ConRail.  The  remaining 
0.200  miles  of  track  are  available  for  subsidy  under  Title 
IV  of  the  Act.  USRA  evaluated  such  light-density 
lines  in  light  of  its  congressional  mandate,  to  provide 
“adequate  service”  through  an  “economically  viable” 
rail  system. 

The  debate  in  Congress  on  the  Act  and  the  committee 
leports  are  replete  with  references  to  the  “for  profit” 
oj>erating  company  (ConRail)  to  be  created  under  the 
Act.  Subsequent  Special  Court  and  Supreme  Court  deci¬ 
sions  have  made  clear  USRA’s  i*esponsibility  to  follow 
this  directive  of  the  Congress,  while  pursuing  as  well 
the  other  goals  set  forth  in  the  Act.  Clearly  it  must 
plan  for  an  economically  viable  ConRail.  Failure  to 
do  so  would  leave  Congress  and  the  Nation  exactly 
Avhere  they  were  in  1973 — with  bankrupt  carriers. 

S<Mne  have  asserted  that  the  liglit-dcnsity  line  prob¬ 
lem  is  the  critical  issue  for  the  bankrupt  carriers ;  oth¬ 
ers  contend  that  the  problem  is  insignificant.  While 
other  ai*eas  exist  where  the  impact  on  net  income  is  as 
gieat  as  that  caused  by  light-density  lines,  the  deficits 
from  branches  are  nevertheless  significant;  estimated 
losses  are  at  least  $38  million  a  j’car.  A  lower  def¬ 
icit  can  l)c  assumed  only  by  accepting  the  premise 
that  services  should  continue  over  facilities  which  are 
so  debilitated  that  they  fail  to  meet  safety  standards 
for  10  mph  operation,  a  premise  which  can  only  result 
in  their  idtimate  abandonment  when  the  plant  becomes 
totally  inoperable.  Tlie  estimated  costs  to  ConRail  are 
predicated  on  maintenance  sufficient  to  maintain  safe 
operation  at  10  miles  an  hour.  The  implications  of  such 
losses  on  ConRail  viability  are  significant. 

The  inclu^tm  of  all  light-density  lines  in  the  ConRail 
System  would  require  a  “cross  subsidization”  of  the 
service  provided  on  those  lines  that  do  not  generate  reve¬ 
nues  adequate  to  cover  costs.  As  disaissed  in  Chapter 
2,  cross  subsidy  is  the  process  through  which  money- 
losers  are  continued  in  operation  by  using  profits  from 


other  service.  When  the  railroads  were,  in  effect,  a 
monopoly  insofar  as  transportation  of  fnnght  and  peo¬ 
ple  were  concerned,  this  was  a  valid  concept.  Tlie  mo¬ 
nopoly  power  was  accepted  in  part  because  it  provided 
subsidized  services  at  no  cost  to  the  government. 

The  basic  factors  which  have  adversely  affected  the 
profitability  of  the  rail  industry  are  discussed  else¬ 
where  (see  Chapter  1).  They  have  reduced  the  eco¬ 
nomic  base  that  allowed  the  railroads  to  provide  in¬ 
ternal  subsidies  to  deficit  services.  Railroad  companies 
through  lower  profits  and  shippers  through  higher 
rates  have  carried  the  brunt  of  the  cros.s  subsidy  load. 

The  cross  subsidy  concept  lias  lost  its  validity  in  the 
railroad  industry.  Once  defensible  and  rational,  cross 
sulisidies  now,  including  those  for  branch  lines,  are 
threatening  the  existence  and  reducing  the  quality  of 
service  in  the  railroad  system.  Accordingly,  the  Asso¬ 
ciation  explicitly  rejected  the  cross  subsidization  con¬ 
cept,  determining  that,  in  the  context  of  the  Act,*  to 
do  otherwise  would  be  inimical  to  the  goals  of  the  Act. 

A  correlation  between  light-density  lines  and  the  vi¬ 
ability  of  the  restructured  system  is  made  by  the  Obn- 
gress  and  the  courts.  The  House  Interstate  and  Foreign 
C'ommerce  Committee  report  on  the  Act  states:  “The 
Committee  recognized  the  necessity  for  ‘slimming  down’ 
the  system  allowing  Northeast  systems  to  throw  off  the 
excess  trackage  in  an  effort  to  liecome  profitable.” 
(House  Report  93-620  p.  28.)  There  are  numerous 
references  in  the  congressional  debate  on  the  Act  about 
the  need  to  reduce  the  size  of  the  system,  both  duplica¬ 
tive  mainlines  and  uneconomic  light-density  lines,  if 
the  mandate  expressed  in  Section  206(a)  (1)  of  the  Act, 
the  creation  of  a  financially  self-sustaining  rail  service 
system,  is  to  be  achieved.  The  Supreme  Court  viewed 
the  problem  this  way:  “Congress  concluded  that  solu¬ 
tion  for  the  crisis  requii-ed  reorganization  of  the  rail¬ 
roads,  stripped  of  excess  facilities,  into  a  single  viable 
system  operated  by  a  private,  for-profit  coi|X)ration.” 
(emphasis  added)  (Regional  Rail  Reorgiinization  Act 
Case,  Slip  opinion,  Dec.  16,  1974,  pp.  3-4) 

In  discussing  the  Tucker  Act  remedy,  the  Si)ecial 
(^ourt  stated  that  the  Court  of  Claims  judgment  could 
lx?  “non-existent  and  .  .  .  need  not  l)e  large”  if  the 
Association  follows  a  “sufficiently  hard-nosed  course 
[in  dealing  with  unprofitable  services]  and  Congress 
allows  a  sound  plan  to  become  effective.”  (Special 
(yourt,  Regional  Rail  Reorganization  Act  of  1973,  Slip 
opinion.  Sept.  .30,  1974,  ft.  98,  p.  92) 

Ill  view  of  the  legislative  history  and  the  subsequent 
court  interpretations  of  congressional  action,  there  can 
be  little  doubt  that  T'SRA  must  present  a  plan  that  re¬ 
quires  economic  self-sufficiency  of  the  light-density  lines 
to  be  included  in  the  ConRail  System. 

Reconciling  the  Goals  of  the  Act 

It  is  important  to  note  that  the  eight  goals  of  the 
Act  apply  to  the  entire  Final  Sj’stem  Plan.  It  would 
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bo  a  pfross  distortion  to  Attempt  to  apply  tbem  indi¬ 
vidually  to  any  single  aspect  of  the  Plan  or,  carried  to  an 
extiemo,  to  each  indhriduat  light-density  line. 

Some  of  the  goals  themselves  are  in  conflict,  and  it  is 
impossible  to  give  them  all  equal  vrei^t.  Ad¬ 
justment  and  accommodation  being  inevitable,  TJSRA 
has  sought  to  balance  the  Act^s  objectives  and  goals. 
What  became  clear  in  the  process  was  the  fact  that, 
unless  a  viable  system  is  achieved,  the  other  goals  of 
the  Act  could  not  be  achieved. 

Congress  apparently  recognized  the  primacy  of  the 
goal  of  economic  self-sufficiency,  particularly  with  re¬ 
gard  to  light-density  lines.  The  House  Interstate  and 
Foreign  Commerce  Committee  report  on  the  Act  stated : 
“It  recognized  the  need  for  safeguard  for  small  areas, 
to  be  able  to  continue  essential  service  which  is  nOt  eco' 
nomical  for  the  carrier.  Tliis  was  recognized  as  a  social 
cost  to  he  hoine  by  the  government.”  (House  Report 
63-1)20.  pj).  28-29.)  To  provide  the  necessary  public 
support,  Congress  included  the  “Rail  Service  Continua¬ 
tion  Sul)sidies”  authorized  by  Section  402  of  the  Act. 

Light-Density  Line  Alternatives 

Even  though  Congress,  the  DOT  report,  and  rail¬ 
road  experts  all  assumed  that  the  Regional  rail  system 
was  over-extended  with  excess  capacity  and  that  profit¬ 
ability  required  to  the  elimination  of  uneconomic  serv¬ 
ice,  USRA  did  test  that  assumption. 

It  is  the  Association’s  judgment  that  the  light-density 
lines  are  a  significant  part  of  the  total  industry  prob¬ 
lem  ill  the  Region.  The  overcapacity  of  the  system,  the 
overlapping  service  ai  eas  of  the  bankrupt  carriers,  the 
extremely  l)oor  physical  condition  of  the  light-density 
lines,  the  amount  of  money  and  material  needed  to  up¬ 
grade  the  track,  the  operating  deficits  on  the  light- 
density  lines — all  made  clear  the  impossibility  of  build¬ 
ing  a  restructured  system  with  service  cMitinuing  on  all 
branch  lines. 

After  reaching  the  conclusion  that  the  goals  of  the 
Act  could  not  he  met  by  including  all  light-density  lines 
in  the  restructured  system,  the  Association  then  had  to 
decide  which  branch  lines  to  recommend  for  inclusiwi 
ill  ConRail.  To  exclude  every  line  that  failed  to  show 
a  profit  would  have  eliminated  lines  that  could  become 
financially  self-sustaining  with  small  revenue  increa^ies 
and  relatively  short-term  traffic  growth.  Prudent  busi¬ 
ness  management  compels  inclusion  of  such  lines  in 
the  ConRail  System. 

Also  rejected  was  the  alternative  of  transferring  all 
unprofitable  lines  to  solvent  railroads  in  the  Region. 
Not  ruled  out,  however,  was  the  transfer  of  iridividnal 
lines  in  which  a  solvent  carrier  may  be  intererted.  The 
Association  will  provide  any  interested  solvent  carrier 
with  all  of  the  data  in  its  posisession  to  assist  in  tha 


MSI 

evaluation  ol  the  transfer  of  individual  linen  irom  the 
bahknqrt  to  solvent  carriers.  It  most  be  empbuized, 
however,  rtiat  such  actionB  by  sedvent  carrieni  are 
Tiduntaiy  and  cannot  be  mandated  by  the  AMDciatkm. 

The  Act,  its  history  and  the  interpretative  judgments 
of  the  courts  left  the  Association  with  only  one  xcnMstic 
alternative ;  that  is,  including  financially  self-sustaining 
lines,  or  those  likely  to  become  so  in  the  near  leocm,  in 
ConRail  and  making  the  other  lines  available  for 
the  rail  continuation  subsidies  authorized  by  Title 
IV  of  the  Act.  In  addition.  Title  IV  makes  loans  avail¬ 
able  to  public  bodies  for  purchasing  and  rehabilitating 
lines  that  arc  required,  in  their  judgment,  for  social  and 
economic  purposes. 


As  noted  above,  the  Interstate  and  Foreign  Commerce 
Conunlttee  Report  on  the  Regional  Rail  Reorganization 
Act  of  1973  stated : 

The  Committee  recognized  the  necessity  for  "slimming 
down”  the  system — allowing  the  Northeast  system  to  throw 
off  the  excess  ^  track  in  an  effort  to  become  profitable.  It 
recognized  the  need  for  safeguards  for  small  areas,  to  be  able 
to  continue  essential  service  wbicb  is  not  economical  to  the 
carrier.  Tills  was  recognized  as  a  social  cost  to  be  borne  by 
the  government.  (House  Keport  93-^0,  p.p.  28-29.) 

Title  IV  provides  the  means  by  which  essential  serv¬ 
ices  may  be  contained  through  government  assumption 
of  socitd  costs. 

Rail  service  continuation  subsidies  can  he  used  to 
cover  the  “costs  of  opening  adequate  and  efficient  rail 
service,  including,  where  necessary  improvemoat  and 
maintenance  of  track  and  related  facilities’’  (Section 
402  (j)).  The  federal  government  share  of  the  subridy 
for  any  light-density  line  is  70  percent,  with  state  and/ 
or  local  government  or  shippers  putting  up  the  remain¬ 
ing  30  percent  of  the  cost. 

The  Act  (Section  401  (a)  )  states  that  rail  service  con¬ 
tinuation  subsidies  should  be  used  where  “the  cost  to 
the  taxpayers  of  rail  service  continuation  subsidies 
would  be  less  than  the  cost  o£  abandomnent  of  rail 
service  in  terms  of  lost  jobs,  energy  shortages,  and 
degradation  of  the  envircmmenL” 

Of  the  nearly  9,600  estimated  miles  of  active’  light- 
density  lines  under  study,  it  appears  that  3,400  miles  will 
be  recommended  for  inclusion  in  the  restructured  os¬ 
tein.  This  means  that  about  6,200  miles  are  available  for 
participation  in  the  rail  service  continuation  subsidy 
program. 

Tlie  Act  authorizes  $90  million  for  each  of  2  years  to 
meet  the  federal  share  of  the  70  percent  subsidy  cost.  Of 
this  amount,  $45  million  is  apportioned  to  the  eli^ble 
states  and  $45  million,  is  allocated  to  the  Secretary  of 
Transportati(ni  to  be  'distributed  at  bis  discretion. 

It  i^peazs  now,  however,  that  the  total  cost  of  con.- 
thnnng  service  for  the  fir^  year  on  aU  of  the 
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density  lines  not  included  in  ConRail  will  not  exceed 
$38  milli(m.  It  could  be  lower.  This  means  that  the 
federal  share  would  not  exceed  $27  million,  with  the 
states’  share  for  the  entire  Region  standing  at  $11 
millicm. 

Under  the  Act,  the  Rail  Services  Planning  Office 
(RSPO)  has  the  responsibility  as  outlined  in  Section 
20r)(d)(4)  to:  . 

.  .  .  assist  State  and  local  and  regional  transportation 
authorities  in  making  determinations  whether  to  provide  rail 
service  continuation  snbsidies  to  maintain  in  operation  par* 
ticular  rail  properties  by  establishing  criteria  for  determining 
whether  iwrticular  rail  proi)ertie8  are  suitable  for  rail  service 
continuation  subsidies.  Such  criteria  should  include  the  fol¬ 
lowing  considerations:  Rail  properties  are  suitable  if  the 
cost  of  the  required  subsidy  i)er  year  to  the  taxpayers  is  less 
than  the  cost  of  termination  of  rail  service  over  such  prop¬ 
erties  measured  liy  increased  fuel  consumption  and  opera¬ 
tional  cost  for  alternative  modes  of  trausi>ortation ;  the  cost 
to  the  gross  national  pro<luct  in  terms  of  reduced  output  of 
goods  and  services ;  the  cast  of  relocating  or  assisting  through 
unemployment,  retraining,  and  welfare  benefits  to  individuals 
and  firms  adversely  affected  thereby,  and  the  cost  to  the 
environment  measured  by  damage  caused  by  Increased 
lK>IIutiou. 

The  rail  service  continuation  subsidy  ptogram  is  to 
Ih*  administered  by  the  Department  of  Transportation. 
In  order  to  become  eligible,  a  state  must  undertake  to 
meet  the  requirements' Congress  set  forth  in  section 
40*2  (c)  of  the  Act.  They  ai*e : 

...  (1)  The  State  has  established  a  State  plan  for  rail 
transportation  and  local  rail  services  which  is  administered 
«*r  coordinated  by  a  designated  State  agency,  and  such  plan 
provides  for  the  equitable  distribution  of  such  subsidies 
iiinong  State,  local,  and  regional  transportation  authorities; 

(2)  The 'State  agency  has  the  authority  and  administrative 
jurisdiction  to  develop,  promote,  superwise,  and  support  safe, 
adequate,  and  efficient  rail  services ;  employs  or  will  employ, 
directly  or  indirectly,  sufficient  trained  or  qualified  person¬ 
nel;  and  maintains  or  will  maintain  adequate  programs  of 
investigation,  research,  promotion,  and  development  with 
jirovision  for  puldic  iMirticipation ; 

(3)  the  State  provides  satisfactory  assurance  that  such 
fiscal  control  and  fund  accounting  procedures  will  be  adopted 
as  may  be  necessary  to  assure  proper  disl)ursement  of,  and 
ac-counting  for.  Federal  funds  paid  under  this  Title  to  the 
State ;  and 

(4)  the  State  complies  with  the  regulation  of  the  Secre¬ 
tary  issued  under  this  Section. 


Impact  on  Communities  and  Shippers 

The  potential  effects  of  the  Final  System  Plan  are 
both  regional  or  system-wide  and  local.  The  Association 
is  specifically  directed  to  consider  both. 

The  Association  believes  it  is  the  responsibility  of 
the  states  to  undertake  or  coordinate  the  analyses  of 
potentially  adverse  local  impacts.  To  facilitate  the  most 
complete  consideration  of  these  potential  impacts,  one 
of  the  responsibilities  of  the  RSPO  is  to  solicit,  evaluate 
and  make  available  the  views  of  the  public,  as  well  as 
those  of  state  and  federal  (^cials. 

Consideration  of  all  but  oiie  of  the  regional  impacts 
is  contained  in  other  chapters  of  this  Plan.  This  chapter 
responds  to  Section  206(a)(8)  of  the  Act,  which  re¬ 
quires  that  the  Final  System  Plan  be  formulated  in 
such  a  way  as  to  minimize  “job  losses  and  associated 
increases  in  unemployment  and  community  benefit  costs 
in  areas  in  the  Region  presently  served  by  rail  service.” 

The  Region  represents  a  significant  portion  of  the 
Nation’s  economic  activity,  containing  approximately 
38  percent  of  the  employment,  55  percent  of  the  per¬ 
sonal  income  and  48  percent  of  the  population  of  the 
Nation.  There  could  be  a  significant  adverse  local,  in¬ 
dustry-wide  or  regional  impact  from  reductions  in  the 
size  of  the  rail  system.  However,  four  factors  serve  to 
.  diminish  the  potential  widespread  impacts.  \ 

First,,  the  planning  process  is  directed  toward  the  re¬ 
vitalization  of  the  system  as  well  as  its  restructuring, 
and  many  users  will  benefit  greatly  from  improvements 
in  rail  service. 

Second,  the  restructured  system,  will  represent  a  size¬ 
able  portion  of  the  Region’s  rail  system — a  system  that 
will  continue  to  be  extremely  comprehensive  even  if 
none  of  the  excluded  lines  are  subsidized.  Virtually  all 
areas  of  the  Region  will  continue  to  have  access  to  rail 
service. 

Third,  the  ubiquity  of  highways  and  the  ready  avail¬ 
ability  of  private,  contract  and  common  motor  carriage 
serve  further  to  diminish  the  potential  impacts  of  re¬ 
ductions  in  the  size  of  the  rail  system  in  any  given  area. 
Depending  on  the  costs  to  the  shipper,  motor  carriers 
could  provide  the  entire  transportation  service  or  a  por¬ 
tion  of  it,  with  the  joint  use  in  some  cases  of  rail  or 
water  carriers. 

Fourth,  almost  by  definition  the  adverse  economic 
effects  of  abandonments  tend  to  be  minimal  except  for 
quite  specific  local  communities  and  shippers  that  are 
involved  directly.  Lines  identified  for  either  subsidy  or 
abandonment  are  by  definition  lines  with  very  low 
traffic  volume. 

The  methodology  used  by  the  Association  almost  auto¬ 
matically  includes  those  lines  in  ConRail  whose  volume 
of  rail  traffic  is  significant.  If  a  line  does  not  qualify 
for  inclusion  in  ConRail  or  for  service  by  an  adjacent 
profitable  carrier,  its  volume  of  traffic  is  sufficiently  low 


Tender  this  Act,  the  Association  does  not  have  a  role  in 
determining  which  lines  should  be  subsidized.  Indeed, 
the  needed  planning  and  decision  making  process  is 
clearly  in  tlie  bands  of  the  State.  Nevertheless,  the  As¬ 
sociation  has  taken  ceitain  steps  which  may  provide 
a.ssistance  to  the  state  and  local  governments. 

A  handbook  has  been  prepared  for  use  by  state  and 
local  agencies  which  describes  detailed  procedures  which 
can  be  used  to  estimate  the  effects  of  the  removal  of  a 
branch  line  on  the  community  so  as  to  help  it  reach  a 
conclusion  os  to  whether  a  line  riiould  be  subsidized. 
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that  the  mdins  of  mdrene  impatct  from  •bandanamaKt  m 
very  limited. 

Any  ad-rene  effects  of  the  dieooutmaanoe  of  aenrice 
along  certain  rail  lines  will  flow  into  the  area’s  econcwtny 
throng  the  impact  on  the  specific  shippers  that  nBe 
them.  The  actual  magnitude  of  the  impacts  will  depend 
on  the  effect  of  increased  production  costs  <m  the  firm’s 
market  and  profit  and  on  the  effectiveness  of  manage¬ 
ment  in  its  attempts  to  minimize  potential  adverse  ef¬ 
fects.  These  factors  depend,  in  turn,  on  the  relative 
importance  of  transportation  costs  to  total  costs,  the 
availability  and  substitutability  of  other  modes  and  the 
firm’s  ability  to  pass  cost  increases  forward  through 
price  increases.  All  these  factors  vary  from  area  to  area 
and  shipper  to  shipper. 

Analysis  of  the  potential  area  impacts  frcan  a  reduc¬ 
tion  in  the  size  of  the  rail  system  was  undertaken  by 
the  Association  with  the  assistance  of  the  Public  In¬ 
terest  Economic  Center.  T?ie  analym%  descried  in 
Appendix  J  8igmf.cantJy  overstatet  the  ^potential  imr 
pact  of  tei'mination  of  service  on  Tmes  not  included  in 
ConRail.  Tlie  scope  of  the  analysis,  which  is  discussed 
at  greater  length  in  that  appendix  was  dictated  by  two 
factors. 

First,  the  analysis  had  to  be  completed  prior  to  the 
development  of  specific  recommendations  concerning 
each  line  which  is  a  candidate  for  inclusion  in  the  re¬ 
structured  system.  Therefore,  the  analysis  had  to  con¬ 
sider  the  potential  adverse  socii^  and  economic  in^pacts 
resulting  from  the  discontinuance  of  service  over  the 
lines  declared  potentially  excess  by  the  Department  of 
Transportation  in  the  Swretarys  Report  of  February  1, 
1974,  not  the  lines  studied  by  the  Association. 

A  total  of  15,600  miles  of  both  bankrupt  and  solvent 
carriers  in  the  Region  was  declared  potentially  excess  in 
the  Secretary’s  Report  while  the  Prediminary  System 
Plan  covering  bankrupt  carriers  would  make  only  6,200 
miles  of  road  eligible  for  rail  service  continuation 
subsidies. 

The  second  factor  affecting  the  scope  of  the  analysis 
is  the  magnitude  of  the  potential  adverse  effects.  The 
lines  declared  potentially  excess  have,  by  definition,  very 
low  usage  levels.  As  a  consequence,  estimates  of  the 
potential  effects  at  the  regional  and  state  level  likely 
would  be  overwhelmed  by  the  magnitude  of  the  contin¬ 
uing  activity.  To  obtain  usable  estimates,  the  analysis 
of  economic  impact  was  undertaken  at  the  county  level, 
and  510  counties  in  the  Region  were  studied. 

A  more  definitive  analysis  of  the  economic  impact  on 
local  communities  that  might  result  from  a  discontin¬ 
uance  of  rail  services  or  from  a  substantially  improved 
rail  service  would  have  been  preferable.  However,  a 
more  sophisticated  and  individualized  analysis  proved 
to  be  impossible  because  of  time  and  budgetary  con¬ 
straints.  The  infonnation  and  evaluation  derived  from 
the  RSPO  hearings  will  be  taken  into  account  carefully 
as  the  Final  System  Plan  is  developed. 


The  ekmentfi  subjected  to  analyaiB  were  the  f>eton- 
Ual  sednetieos  in  employniHeiit  and  inoome  and  the  jpoten- 
tial  increase  in  tran^portatMsa  oosta.-  The  basic  inputs 
were  the  employment  and  payroll  data  for  the  several 
relevant  types  of  productive  activity.  Certain  types  of 
activity  were  excluded  from  the  snalysiB  because  they 
do  not  make  significant  direct  use  of  rail  transportation. 
The  excluded  activities  included  fisheries,  public  utili¬ 
ties  (except  electricity  and  gas  suppliers)^  service  indus¬ 
tries  (except  wholesale  and  retail  trade),  financial  serv¬ 
ices  and  personal  services  such  as  amusement,  medical 
and  legal  services. 

For  the  remaining  activities,  it  was  assumed  that,  'f 
the  county  would  lose  any  rail  lines,  all  jdants  in  the 
county,  whether  they  actually  use  this  service  or  not, 
would  be  affected  directly.  This  assumption,  which  over¬ 
states  the  potential  impact,  is  made  neceoBuy  by  the 
aggregate  nature  of  the  data. 

The  actual  calculation  proceeded  in  two  steps.  Each 
industry  in  a  county  was  treated  initially  as  if  all  plants 
used  the  national  average  rail  service  for  inbound  and 
outbound  movements.  These  results  were  then  reduced 
by  the  ratio  of  the  traffic  generated  on  potentially  excess 
lines  to  the  total  traffic  for  the  U.S.  DOT  zone  con¬ 
taining  the  involved  county. 

In  cMuputing  the.  increased  costs  of  alternative  trans¬ 
portation,  the  difference  between  estimated  rail  and 
common  motor  carriers  costs  was  used.  The  two  most 
important  alternatives  excluded  by  this  approach  are 
private  carriage  and  trailer-on-flat  car.  or  container-on- 
flat  car  service.  Because  increased  transportation  costs 
are  the  most  significant  impact  identified  by  the  analy¬ 
sis,  induskm  of  these  two  services  probably  would  have 
reduced  the  impact. 

Results  of  the  CommunHy  Impact  Analysis 

The  results  of  the  analysis  are  summarized  in  "Figures 
1-3.  They  indicate  that  the  potential  overall  impact 
from  the  termination  of  rail  service  on  all  of  the  poten¬ 
tially  excess  lines  of  the  DOT  report  represents  a  very 
small  proportion  of  the  counties’  existing  economic 
bases.  Figure  1  indicates  that  in  only  15  of  the  451  coun¬ 
ties  did  the  estimated  decrease  in  indu^rial  employ¬ 
ment  exceed  1  percent.  Figure  2  shows  that  the  potential 
reduction  in  county  income  is  less  than  1  percent  in  80 
percent  of  the  counties.  Figure  3  indicates  that  the  po¬ 
tential  increase  in  transportation  costs  as  a  percent  of 
income  is  less  than  1  percent  in  99  percent  of  the  coun¬ 
ties  studied.  In  only  32  of  the  510  coonties  studied  do 
any  of  the  projected  impacts  exceed  2  percent. 

In  short,  even  the  most  pessimistic  estimates  of  the 
adverse  impacts  on  the  Region  and  areas  within  the 
Re^on  indicate  that  the  effect  of  the  suggested  reduc- 
tKMi  in  the  size  of  the  rail  system  would  be  negligible.  In 
contrast,  the  expected  benefits  to  the  users  of  the  re¬ 
maining  restructured  intern  will  far  outweigh  antic¬ 
ipated  adverse  impacts.  Despite  the  negligible  overall 
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impact,  however,  the  adverse  effect  on  individual  8hip>* 
pers  and  communities  may  be  substantial  and  Congress 
may  well  wish  to  condder  some  further  means  for  miti¬ 
gating  such  effects. 

Figure  1. —  Potential  reduction  in  county  employment 
after  discontinuance  of  light-density  line  rail  freight 
service 

POTENTIAL  REDUCTION  IN  COUNTY  EMPLOYMENT  ' 


0.15%  0.50%  0.75%  1.0%  1.5%  2.0%-  THAN 

2.0% 

PERCENT  REDUCTION 

Source:  Public  Interest  Economics  Center,  Community  impaett  oj 
Railroad  Berviet. 


Figure  2. — Potential  reduction  in  county  income  after 
discontinuance  of  light-density  line  rail  freight 
service 


POTENTIAL  REDUCTION  IN  COUNTY  INCOME 


0.15%  0.50%  0.75%  1.0%  1.5%  2.0%  THAN 

PERCENT  REDUCTION 

Source:  PobUo  Inteieit  Econpmics  Center,  Community  Jmpacti  oJ 
Itailroad  JSferrfce. 


Figure  3. — Potential  increase  in  transportation  costy  as 
percent  of  county  personal  income  ^  after  discontinue 
<mce  of  light-density  line  rail  freight  service 


POTENTIAL  INCREASE  IN  TRANSPORTATION  COST  AS 
PERCENT  OF  COUNTY  PERSONAL  INCOME 


0.15%  0.50%  0.75%  1.0%  1.5%  2.0%  THAN 

PERCENT  IMPACT 

Source':  Public  Interest  Economies  Center,  Community  Jmpaeto  of 
Railroad  Service. 

Service  by  Other  Carriers 

The. Final  System  Plan  will  contain  recommenda¬ 
tions  for  continuation  of  service  on  light-density  lines 
by  alternative  railroad  carriers.  Undoubtedly,  there  are 
lines  that  will  not  be  financially  feasible  in  the  restruc¬ 
tured  system  but  would  be  self-sufficient  if  operated  as 
part  of  another  railroad.  There  are  two  circumstances  in 
which  alternative  carrier  service  could  achieve  self- 
sufficiency. 

First,  other  railroads  operating  in  the  vicinity  of  the 
line  might,  by  a  combination  of  geographic  circum-  i 
stances  and  markets,  be  able  to  provide  service  profit¬ 
ably.  The  Associatiou  will  provide  all  available  data 
and,  information  to  facilitate  analysis  by  the  involved 
carrier  (s)  for  those  lines  where  alternative  service  may 
be  feasible.  The  assumption  of  such  service  by  an  adja¬ 
cent  profitable  carrier  is  wholly  voluntary  and  could 
depend  on  whether  the  iailroad  could  gain  by  assump¬ 
tion  of  service. 

Second,  alternative  railroad  service  might  achieve 
self-sufficiency  if  operated  by  a  short  line  or  Class  H 
railroad.  Short  line  railroads  generally  have  lower  costs 
than  the  larger  systems,. principally  due'to  lower  pay 
scales  and  closer  management  attention  than  exists  on  a 
typical  branch  line. 

Further,  the  pay  scales  of  Class  I  railroad  employees 
are  negotiated  on.  a  nationwide  basis,  but  short-line 
^ployees  generally  are  paid  prevailing  local 
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rates.  The  entire  management  effort  in  short-line  rail 
operations  results  in  a  concentration  of  attention  both 
on  the  level  of  costs  and  service  which  differentiates  it 
from  the  branch  line  operating  effectiveness  of  large 
carriers. 

While  there  is  a  valid  role  to  be  played  by  the  short¬ 
line  railroad,  it  should  be  recognized  clearly,  however, 
that  such  roles  are  limited.  Unless  there  are  valid  rea¬ 
sons  to  expect  the  normal  economies  of  short  line  opera¬ 
tions  to  occur,  as  mentioned  above,  they  may  not  be  a 
good  solution.  Not  all  short  lines  are  profitable.  A  short¬ 
line  railroad  which  can  survive  only  by  inequitable 
revenue  divisions  or  other  indirect  subsidies  should  not 
be  encouraged,  either  directly  or  through  subsidies. 

The  Association’s  primary  interest  is  in  maintaining 
as  much  service  as  possible.  It  will  do  its  utmost  to 
facilitate  continuation  of  service  on  lines  not  included  in 
the  restructured  system,  whether  it  be  by  doing  what  it 
can  to  help  states  evaluate  the  subsidy  option  or  making 
possible  acquisition  by  solvent  carriers. 

Railroad  Marine  Operations 

The  marine  services  of  the  bankrupt  railroads  in  the 
Hegion,  which  are  discussed  fully  in  Chapter  18,  are 
not  profitable.  The  large  investments  in  new  marine 
equipment,  which  are  long  overdue,  could  reduce  operat¬ 
ing  costs  substantially  but  not  eliminate  deficits  at¬ 
tributable  to  these  segments  of  the  railroads  in  reorga¬ 
nization. 

Two  of  the  five  marine  operations  in  the  Region  are 
potential  medium  density  routes  and,  except  for  New 
York  Harbor,  are  routings  for  through  freight  that 
could  move  entirely  by  rail.  The  Lake  Michigan  car 
ferries  serve  traffic  which  would  otherwise  move  through 
the  Chicago  gateway;  the  Chesapeake  Bay  float  is  an 
alternative  to  the  Alexandria,  Va.,  gateway  and  services 
oversize  loads;  the  New  York  Harbor  car-float  provides 
the  most  direct  route  to  Long  Island  from  the  South 
and  West. 

The  Association  has  concluded  that  investment  in 
railroad  marine  operations  would  be  a  mistake.  Promo¬ 
tion  of  all-rail  routings  is  preferable  where  this  is 
possible.  All-rail  land  movements  are  considerably  more 
energy-efficient,  for  example. 

Alternative  car-float  and  lighterage  services  are  of¬ 
fered  in  the  New  York  Harbor  by  two  Brooklyn  termi¬ 
nal  companies.  There  is  a  good  possibility  that  the 
Chesapeake  Bay  car-float  operation  might  be  taken  over 
by  a  solvent  carrier,  such  as  'Southern  or  the  Richmond, 
Fredericksburg  &  Potomac,  while  extending  its  oper¬ 
ations  into  the  Wilmington  area.  This  possibility  is 
addressed  in  Appendix  D. 

The  decision  of  the  Association  to  treat  marine  opera¬ 
tions  in  the  same  manner  as  light-density  lines  is  based 
on  the  assumption  that  it  is  rail  service  for  ,whidi  fimdis 
provided  under  the  Acft  would  be  availabie  for  marino 


opei*ations  under  the  70-30  federal-state  sharing  form¬ 
ula.  It  is  assumed  also  that  the  capital  costs  of  new  or 
rehabilitated  float  equipment  would  qualify  under  the 
provisions  of  Title  IV,  as  in  the  case  of  light-density  line 
rehabilitation.  The  Association  recommends  that  the 
U.S.  Department  of  Transportation  and  the  RSPO  con¬ 
sider  the  merits  of  subsidizing  marine  operations. 

Determination  of  Branch  Line  Self-Sufficiency 

Light-density  lines  studied  in  this  process  were : 

•  Those  lines  of  bankrupt  carriers  identified  by  the 
DOT  Report  as  potentially  excess, 

•  Those  identified  by  the  bankrupt  carriers  for  pos¬ 
sible  abandonment, 

•  Those  identified  by  USRA  operations  planning 
staff  and  their  consultants  as  requiring  study. 

The  Association  also  studied  lines  which  had  form¬ 
ally  been  abandoned  under  ICC  hearings  in  order  to 
develop  an  accurate  definition  of  the  systems  of  the 
bankrupt  carriers  at  this  time. 

Altogether  the  Association  identified  844  light-den¬ 
sity  line  segments  and  11,800  route  miles  for  study. 
(This  does  not  include  any  light-density  lines  of  the 
Erie  Lackawanna).  Of  these,  540  segments  constitut¬ 
ing  9,600  miles  of  service  are  currently  in  operation, 
and  176  line  segments  constituting  1,200  miles  have  al¬ 
ready  been  abandoned  under  ICC  procedures.  Finally, 
128  segments  covering  1,000  miles  are  not  currently  be¬ 
ing  served  although  these  have  not  been  formally  aban¬ 
doned. 

As  these  lines  were  identified  for  analysis,  the  appro¬ 
priate  state  agency  was  notified  by  the  Association  and 
the  reasons  for  or  against  the  line’s  inclusion  dis¬ 
cussed.  Each  branch  line  selected  for  study  was  iden¬ 
tified  to  determine  its  exact  location.  Specific  data  con¬ 
cerning  costs  of  serving  the  line  as  well  as  the  reve¬ 
nue  it  generated  were  developed.  These  data  were  pro¬ 
vided  by  the  railroads  serving  the  segment,  individual 
shippers,  concerned  citizens  and  state  and  federal  agen¬ 
cies.  Information  also  was  developed  at  the  hearings 
sponsored  by  the  Rail  Services  Planning  Office  in  the 
spring  of  1974.  The  testimony  included  general  com¬ 
ments  concerning  the  DOT  Rei>ort,  comments  concern¬ 
ing  the  methods  employed  and  comments  pertinent  to 
individual  zones  or  line  segments.  The  various  state 
and  federal  agencies  involved  in  the  planning  process 
also  supplied  useful  information  and  technical  assist¬ 
ance  to  the  Association. 

When  analyzing  each  branch  line  as  USRA  did,  the 
key  questions  to  be  asked  are :  What  are  the  costs  of  con¬ 
tinuing  service?  Will  there  be  sufficient  line-generated 
revenue  to  cover  these  costs  ?  What  is  the  near  term  traf¬ 
fic  growth  potential  of  the  lines?  Are  there  recoverable 
fossil  fuel  deposits  on  the  line  ? 

Because  the  of  generalized  rather  than  indiinid- 
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ualized  data  was  a  major  criticism  of  the  DOT  report, 
USRA  devised  a  data  collection  sj’stem  that  individ¬ 
ualized  all  information  for  each  separate  light-density 
line.  For  each  light-density  line  the  following  charac¬ 
teristics  were  identified : 

Physical  characteristics — length,  quality  of  track  ridings, 
number  of  ties  and  rails  needed  to  ■ni^frade,  etc. 

Freight  service  characteristics — type  of  .service,  frequency, 
type  of  equipment  used,  crew  size,  etc. 

Shipper  characteristics — each  shipper’s  name,  location,  bill¬ 
ing  station  number,  etc. 

Traffic  characteristics — car  loadings  and  tons  of  each  com¬ 
modity  shipped  and  revenues  received  by  carrier,  etc. 

In  addition  to  the  information  provided  for  the  above 
categories  by  consultants  and  bankrupt  carriers,  USRA 
carefully  catalogued,  line  by  line,  all  of  the  information 
on  light-density  lines  gathered  at  the  RSPO  hearings 
or  in  USRA’s  own  review.  Numerous  other  shippers  and 
communities  sent  further  information  directly  to  USRA 
that  has  also  been  helpful. 

From  these  reports,  it  was  possible  to  determine  the 
specific  revenue  generated  by  an  individual  branch  line 
and  to  estimate  costs  attributed  to  that  line,  includ¬ 
ing  those  directly  variable  operating  costs  which  would 
occur  on  the  main  line  in  handling  that  traffic.  This  step 
included  analysis  of  the  comparative  costs  of  upgrading 


the  branch  line  to  FRA  Class  I  and  II  track  standards 
and  the  costs  of  maintaining  tracks  to  cither  of  these 
'standards  over  a  period  of  time.  Also  included  were  the 
costs  of  capital  specifically  utilized  on  the  branch  lines. 

With  these  data,  each  line  was  then  analyzed  to  deter¬ 
mine  whether  revenues  currently  generated  by  traffic 
originating  or  destined  to  the  line  were  sufficiwit  to  cover 
the  costs  directly  attributable  to  that  traffic.  Lanes  were 
divided  between  those  that  had  sufficient  revenues  to 
cover  full  rehabilitation  to  Class  II  standards  (i.e.,  25 
miles  per  hour)  and  those  which  would  support  only 
maintenance  of  track  to  Class  I  standards  (i.e.,  10  miles 
per  hour). 

If  a  line  was  long  enough  to  be  rehabilitated  to  Class 
II  standards  and  thereby  generate  net  savings  from 
oi^erations  adequate  to  cover  the  cost  of  that  upgrading, 
then  the  Class  II  standard  was  used  along  with  the  re¬ 
sulting  lower  operating  cost.  On  the  other  hand,  if  up¬ 
grading  to  Class  I  standards  with  its  higher  attendant 
operating  costs  provided  adequate  overall  revenues  to 
operate  the  line,  this  standard  was  used. 

If  a  line  did  cover  its  variable  costs,  including  main¬ 
tenance  to  either  standard,  it  was  recommended  for 
inclusion  in  the  restructured  sy^m. 

If  the  branch  line  failed  this  test,  an  analysis  was  con¬ 
ducted  to  determine  if  it  could  cover  its  variable  costs 


COAL  FIELD  SERVICE 


The  Congress  specifically  directed  the  Association  to 
preserve,  to  the  extent  possible,  “existing  railroad  track¬ 
age  in  areas  where  fossil  fuel  natural  resources  are 
located.”  (Section 206(a)  (4).) 

The  pursuit  of  this  goal  has  been  a  major  concern 
for  the  evaluation  of  the  traffic  growth  potential  on 
individual  lines  serving  areas  which  hold  fossil  fuel 
reserves  has  been  difficult  and  complex. 

-Not  all  lines  servicing  areas  with  these  reserves  actu¬ 
ally  serve  or  would  be  required  to  serve  reserves  which 
are  economically  recoverable.  Further,  some  reserves 
may  not  be  tapped  for  decades,  if  ever.  Identifying  in- 
diridual  rail  lines  which  should  be  preserved  for  fossil 
fuel  purpose  is  a  difficult  task. 

Use  of  the  Region’s  coal  reserves  primarily  depends 
on  the  ability  of  individual  deposits  to  meet  EPA  re¬ 
quirements,  their  mineability,  proximity  to  the  market, 
expected  use  (metallurgy  vs.  steam  production)  and  the 
price  and  availability  of  altemativ’e  fuels.  Assessment 
of  the  extent  to  which  each  of  these  factors  affects  a 
given  coal  deposit  requires  a  great  quantity  of  detailed 
data  and  judgments  by  qualified  people. 

In  an  effort  to  develop  line-specific  coal  production' 
estimates,  contacts  have  been  established  with  the  U.S. 
Department  of  Interior,  the  National  (I!oal  Association 
and  the  Region’s  coal-producing  states.  Recommenda¬ 
tions  concerning  specific  lines  largely  or  solely  becapse 


they  serve  fossil  fuel  reserves  will  be  included  in  the 
Final  System  Plan. 

Regarding  continued  service  to  fossil  fuel  resources 
USRA  has  adopted  the  following  positions; 

1.  On  lines  required  to  reach  economically  recover¬ 
able  reserves,  if  service  is  now  provided  it  will  be 
continued  whether  viable  or  not.  Where  the  line  does  not 
pass  USRA  viability  tests,  however,  service  will  be 
maintained  on  an  “on  demand”  basis  and  only  so  Icwog 
as  no  major  repairs  are  required  on  the  line.  At  such 
time  as  repairs  are  required  the  line  will  fall  into  the 
category  listed  below. 

2.  On  tliose  lines  required  to  reach  economically  re¬ 
coverable  reserves  and  where  there  is  not  now  service, 
the  Association  proposes  that  such  lines  be  considered 
for  “rail  banking”,  and  that  this  concept  be  developed 
in  con  jundtion  with  the  Final  System  Plan. 

The  lines  recommended  in  the  Preliminary  System 
Plan  either  for  continued  service  or  rail  banking  are 
based  on  the  best  available  information  the  Association 
couM  obtain,  to  date.  We  will  continue  to  work  with 
the  Federal  Energy  Administration,  Depaitment  of  In¬ 
terior,  the  National  Coal  Association  and  the  Regions’ 
coal  producing  states  to  make  a  more  accurate  estima¬ 
tion  of  where  economically  recoverable  coal  reserves 
exist. 
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either  with  a  modest  rate  increase  (10%  or  less)  or  with 
an  expected  traffic  increase  (specific  growth  if  available}' 
projected  ConRail  System  growth  if  not). 

If  the  line  did  not  cover  such  costs,  even  with  reason¬ 
able  rate  increases  and  traffic  growth,  a  review  was 
conducted  to  determine  whether  tlie  line  had  connections 
to  other  carriere.  Where  such  connections  exist,  the  rail¬ 
road  will  be  provided  the  data  and  information  neces¬ 
sary  to  assess  the  line’s  potential  viability. 

Therefore,  a  financially  self-sufficient  line  to  be  in¬ 
cluded  in  the  restructured  system,  ConRail,  is  on©  that: 

1.  Is  capable  of  generating  sufficient  revenue  to  cover  the  costs 
incurred  on  the  light-density  line  itself  as  well  as  the  cost  of 
serving  branch-line-generated  traffic  beyond  that  branch 
line. 

2.  While  not  currently  self-sustaining,  can  be  made  viable  by 
reasonable  rate  adjustments. 

3.  While  not  currently  self-sustaining,  can  be  made  so  because 
of  the  identifiable  traffic  growth  in  the  near  term. 

All  other  lines  automatically  become  available  for 
participation  in  the  subsidy  .program  (Section  402) 
under  the  Act,  with  the  decision  concerning  continued 
sendee  on  these  lines  depending  on  state  and  local  ac¬ 
tion.  If  a  line  is  not  included  in  ConRail,  and  if  the  state 
and  local  interests  and  shipx)ers  fail  to  provide  the  sub¬ 
sidy,  the  Act  permits  the  discontinuation  of  service. 

Outcome  of  the  Analysis 

Results  of  the  analysis  of  each  line’s  prospects  for  at¬ 
taining  financial  self-sufficiency  are  reported  in  detail  in 
Appendix  K  to  Volume  IT.  Of  the  9,600  miles  of  active 
roadway  studied,  3,400  miles  are  recommended  for 
direct  inclusion  in  the  Preliminary  System  Plan  with¬ 
out  further  study.  These  lines  account  for  approximately 
75  percent  of  the  traffic  and  revenue  generated  on  the 
lines  studied.  The  remaining  lines  should  be  studied 
carefully  by  the  states,  regional  and  local  agencies,  and 
shipper,  to  decide  which  justify  continuation  of  service 
through  subsidies  and  those  which  should  be  abandoned. 

The  6,200  miles  not  recommended  for  inclusion  in  the 
Preliminary  System  Plan  can  be  continued  in  operation 
through  service  continuation  subsidies,  as  previously 
discussed.  The  required  subsidy  level  should  be  esti¬ 
mated  using  a  formula  developed  by  RSPO,  but  the 
fonnula  was  not  received  sufficiently  early  to  allow  such 
computation.  In  addition,  the  most  recent  RSPO  stand¬ 
ards  still  are  only  proposed  and  not  final  standards. 

The  analytical  result  presented  in  full  in  Appendix 
K  to  Volume  II  included  detailed  consideration  of  each 
line’s  financial  self-sufficiency  under  th©  traffic,  revenue 
and  estimated  cost  levels  which  prevailed  in  1973. 
Analyses  to  be  completed  after  preparation  of  the 
Preliminary  System  Plan  include  the  identification  of 
traffic  growth  realized,  for  example,  due  to  the  location 
of  new'  shippers  on  the  line,  and  the  development  of 
sound  proposals  concerning  service  continuation  by  an 
alternative  railroad. 


Because  only  1973  data  are  used  in  the  analysis,  new 
firms  could  have  come  into  existence,  and  existing  ship¬ 
pers  could  have  permanently  increased  their  use  of  rail 
service  since  the  data  were  collected.  Second,  a  line  may 
realize  the  necessary  traffic  growth  in  the  near  term  to 
become  self-sufficient.  In  both  cases,  the  lines  involved 
would  represent  prudent  business  investments  and 
should  be  included  in  the  Final  System  Plant. 

More  current  carrier  data  will  be  analyzed  to  assist 
in  the  identification  of  traffic  growth  which  already  has 
been  realized.  The  major  sources  of  the  needed  informa¬ 
tion  are  the  testimony  provided  at  the  RSPO  hearings 
(including  those  to  be  held  on  the  Preliminary  System 
Plan)}  communications  received  directly  from  individ¬ 
ual  shippers  and  information  provided  by  such  public 
agencies  as  the  state  departments  of  transportation. 
Where  the  verified  information  indicates  that  the  traffic 
growth  will  permit  self-sufficiency,  the  line  segment  will 
be  recommended  for  inclusion  in  the  Final  System  Plan. 

An  Overview 

As  stated  at  the  outset  of  this  chapter,  no  issue  gen¬ 
erated  as  much  interest  and  debate  during  the  planning 
process  for  this  report  as  did  the  light-density  line  issue. 
It  dominated  meeting  to  discuss  the  work  of  the  Asso¬ 
ciation  held  with  state  and  local  officials,  public  interest 
groups,  shippers,  members  of  Congress  and  nearly  every 
group  that  met  with  representatives  of  the  Association. 

The  Association  approached  this  issue  with  consider¬ 
able  care  and  preparation,  aware  in  particular  of  re¬ 
actions  to  the  Department  of  Transportation  report  last 
year.  No  doubt  there  will  be  honest  differences  of  opinion;, 
as  to  the  correctness  of  our  approach,  our  methodology, 
the  data  used  and  our  conclusions. 

Because  the  Association  dealt  only  with  the  light- 
density  lines  of  bankrupt  carriers  and  the  DOT  report 
studied  solvent  as  well  as  bankrupt  railroads  it  im¬ 
mediately  pared  down  the  number  of  miles  of  track 
where  continued  service  was  thought  to  be  in  jeopardy. 
The  Association  concluded  that  of  the  9,600  miles  of 
track  under  study  6,200  miles  were  not  suitable  for 
inclusion  in  the  restructured  sj^stem. 

It  is  important  to  keep  in  mind  that  this  Plan,  al¬ 
though  a  major  step  in  the  restructuring  process,  is  only 
one  step  in  the  process  and  is  now  offered  for  public, 
comment  and  evaluation.  Upon  its  release  of  the  Rail 
Services  Planning  Office  will  begin  a  formal  hearing 
and  evaluation  procedure  as  it  did  with  the  DOT  Re¬ 
port.  Hearings  will  be  held  throughout  the  17-state 
Region.  RSPO  will  announce  the  dates  and  locations  of 
those  hearings. 

The  Association  views  this  part  of  the  process  as 
vitally  important  to  the  successful  submission  of  a  Final 
System  Plan  to  Congress.  It  may  be  expected  that  this 
set  of  hearing  will  focus  primarily  on  the  light-density 
line  issue.  States,  communities,  shippers  and  other  in¬ 
terested  citizens  will  present  their  views  on  our  plan. 
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The  Association  gives  its  assurance  that  all  of  these 
comments,  particularly  the  RSPO  evaluati(m  due  on 
April  28,  •will  be  given  careful  consideration.  The  Asso¬ 
ciation  is  seeking,  through  the  RSPO  hearings,  defini¬ 
tive  information  and  material  assistance  relevant  to  in¬ 
dividual  branch  lines.  This  is  especially  important  in 
the  case  of  light-density  lines  that  have  an  identifiable 
capability  for  gro'wth  in  the  near  term.  Also  being 


THE  RAIL  TRUCK  TRADE-OFF 


sought  are  other  pit^wsals  which  ma}’  result  in  con¬ 
tinued  sendee  on  lines  that  new  appear  to  bo  uneco¬ 
nomical. 

The  goal  of  the  Association,  limited  only  by  the  re¬ 
quirements  of  the  Act,  is  to  provide  in  the  Final  System 
Plan  for  the  cwitinuation  of  as  much  rail  service  as  pos¬ 
sible.  In  pursuing  that  goal,  it  seeks  whatever  guidance 
and  help  may  be  available.  ' 


FOR  BRANCH  LINE  SERVICE 


Truck  service  could  be  substituted  for  rail  on  many 
light-density  branch  lines.  Sudi  substituted  service  in¬ 
volves  continuation  of  rail  service  to  a  railhead  with 
transfer  of  cargo  to  truck  for  final  delivery.  A  study 
was  made  of  the  comparative  costs  of  rati  branch  line 
operations  and  coordinated  rail-truck  service,  including 
transfer  operations.  This  analysis  differs  from  other 
TTSRA-sponsored  studies,  such  as  the  community  impact 
study.  It  is  limited  to  branch  line  operations  and  high¬ 
way-substituted  service. 

Figure  4  portrays  the  transfer  cost  per  ton  for  several 
ronunodity  types  and  a  range  of  daily  transfer  terminal 
volumes^  As  these  costs  indicate,  it  is  more  economical 
to  transfer  merchandise  fright  in  piggyback  trailers 
than  to  transfer  the  cargo.  Cwiversely,  the  case  of  bulk 
commodities,  it  is  cheaper  to  transfer  the  cargo  to  truck. 
The  combined  cost  of  transfer  and  trucking  from  a  rail 
terminal,  for  various  lengths  of  rail  branch  line,  is  sum¬ 
marized  in  Table  1. 

A  comparison  of  these  costs  to  movement  by  rail  is 
shown  in  Figure  5.  It  may  be  concluded  from  the  data 
in  Figure  6  that  a  rail-truck  transfer  operation  results 
in  lower  total  resource  consumption  than  rail  for  branch 
lines  longer  than  7  miles,  averaging  5  loaded’  cars  per 
day,  and  for  branch  lines  50  miles  long  with  18  cars 
per  day  or  less. 

nCURE  4 

COMPARATIVE  FREIGHT  TRANSFER  COSTS 


NOTE:  COSTS  BASED  ON  ONE-WAY  LOADS.  LAND 
COSTS  OF  SM.OK/ACRE.  FULL  ECONOAHC 
COSTS,  lOr.  COST  OF  CAPITAL 


Table  1. — Cargo  transfer  and  trucking  costs  -per  ton 


CDmnodlty  type 

Length  of  haul  (miles) 

5 

10 

20 

35 

50 

Unltited  or  palletized  freight.. 

$3.62 

$3.96 

$4. 41 

K95 

$5.72 

Piggyback  tnilm . 

3.32 

3.66 

4.11 

4.65 

5.42 

Qranular/liqnid  balk  com- 

modities. . 

Z87 

3.21 

3.66 

4.20 

4.77 

PICURE  s 
COMPARATIVE 


RAIL-TRUCK  COSTS 
FULL  ECONOMIC  COST  BASIS 


ONE  WAV  MILES 


ASSUMPTIONS 


LEGEND 


1.  NORMALIZED  MAINTENANCE 

2.  REHABILITATION  TO  30  MPH  STANDARD 

3.  10%  C06T  Of  CAPITAL 

4.  CURPENT  119741  REPLACEMENT  COSTS 
0.  AVERAGE  CARLOAD  OF  56  TONG. 

BULK  COMMODITIES 

0.  "ENGINEERED'*  TRANSFER  TERMINAL  COSTS 


T-— >TRUCK  COSTS 

lINCLUOING  CARGO 
TRANSFER! 


Since  the  preponderance  of  branch  lines  under  study 
falls  within  the  ran^  of  these  conditions,  it  is  safe 
to  say  that  the  transloading  concept  has  particular  merit 
as  an  alternative  to  retaining  unprofitable  light-density 
rural  and  urban  brandi  lines.  This  is  especially  signifi¬ 
cant  given  the  ultimate  costs  of  restoring  many  local 
lines  to  pr(^r  standards  of  maintenance. 

With  respect  to  fuel  use,  all-rail  movement  is  more 
efficient  than  truck — about  four  times  more  efficient  un¬ 
der  conditions  of  high  (opacity  utilization  but  cmly 
slightly  more  efficient  (1.4  times)  with  short,  light 
trains.  Under  conditions  of  balanced  movement,  -  the 
relative  efficiency  of  truck  vs.  rail  is  even  greater. 
Changes  in  the  price  of  fuel  will  shift  the  cost  trade-off 
between  rail  and  truck  and  thus  alter  total  economies  of 
fuel  consumption.  See  Chapter  11  for  additional  discus¬ 
sion  pf  energy  and  air  pollution  aspects  of  the  truck-rail 
trade-off  question. 
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Intramodal  and  Intermodal 
Competition 

Public  policy  has  long  sought  to  'protect  competition  in  our  private 
enterprise  economy  because  competition  generally  is  assumed  to  lead  to 
efficient  industrial  production  and  good  service  at  reasonable  prices  for 
consumers. 

USPA  considered  longstanding  differences  of  expert  opinion 
regarding  the  desirable  amount  of  competition  between  rail  carriers 
operating  in  a  given  market.  The  chapter  recognizes  that  excessive 
competition  between  railroads  at  times  has  led  to-  greater  costs, 
reduced  or  erratic  service  and  higher  rates  for  shippers,  but  eliminatian 
of  rail-rail  competition  in  key  markets  is  an  unacceptable  policy  under 
the  mandate  of  the  Act. 

Extensive  competition  has  developed  from  other  modes,  especially 
trucking  but  also  water  carriers  and  pipelines.  This  intermodal  com-- 
petition  has  diverted  traffic  and  revenues  from  railroads  and  has  made  it 
increasingly  more  difficult  to  offer  rail  service  by  multiple  carriers  in  the 
same  market.  On  the  other  hand,  effective  intermodal  competition  is 
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valuable  to  society  because  it  provides  a.  ready  alternative  for  shippers: 
where  rail-rail  competition  might  hd!be  diminished.  Increasingly,  it  is  the 
motor  carrier  industry  that  sets  cost  and  service  standards  for  the  railroads^ 
USRA^s  preliminary  conclusion  is  that  indirect  rail-rail  competition 
{not  duplicated  door-to-door  services)'  and  the  ready  availability  of  other 
competitive  modes  would  fulfill  the  competitive  goals  of  the  Act. 


Comixititioii  among  firms  in  the  same  industry  and 
market  is  an  important  feature  of  public  policy  toward 
business  in  America.  Competition,  an  underlying 
j)remise  of  the  private  enterprise  sj’stem,  is  protected 
and  encouraged  by  antitrust  laws  and  numerous  pieces 
of  si^ecial  legislation.  Even  in  highly  regulated  indus¬ 
tries  like  railroading,  competition  is  prized  as  a  means 
of  controlling  abusive  business  behavior  because  it  is 
automatic,  penetrating  and  i)ersistent.-  Shii>pei-s  and 
consumei's  generally  value  competition  among  suppliei's 
;is  the  best  guanintor  of  reasonable  prices  and  as  the  best 
mechanism  for  assuring  good  service,  technological 
pi-ogress  and  efficient  management.  Those  who  advocate 
less  public  i-egidation  of  quasi-public  utilities  like  rail- 
loading — in  order  to  give  industry  greater  flexibility 
in  pricing  and  services— place  heavy  reliance  on  the 
self -regulating  character  of  comi)etition ;  without  a 
iiealthy  and  balanced  conq)etitivc  sj*stein,  the  public 
will  demand  more,  not.  less  regulation. 

On  the  other  hand,  with  respect  to  indu.striesthat  have 
^x>me  if  not  all  of  the  characteristics  of  public  utili¬ 
ties,  competition  may  be  more  valuable  in  theory  than 
in  fact.  Ilead-to-head  competition  of  rival  firms  may  be 
\  aluable  to  shipjiei-s  by  lo^^■ering  their  rates,  but  other 
less  direct  forms  of  conqietition  may  be  equally  valuable 
over  the  long  iiin.  Indirect  forms  of  comi^etition  may  be 
sufficient  to  bring  about  impi-ove<l  cost  performance 
and  innovations  in  services.  In  aieas  of  great  excess 
( rackage.  as  in  the  Granger  States,  excessive  competi- 
t  ion  has  l)een  known  to  result  in  less  fi-equent  service, 
j)oorcr  utilization  of  plant  and  e<juipment,  higher  unit 
costs  and  hence  higher  charges  to  the  shij)i)er  than  oth- 
c-i  wise  would  have  l)een  required.  Too  much  competition 
may  lx*  one,  of  the  causes  of  financial  instability  and 
bankruptcy  of  some  railroad  carriers.  Hence,  excessive 
conij^etition  is  no  more  a  friend  of  the  shipper  than  in- 
a«lequate  competition, 

I'he  Act  gives  prcwninence  to  the  goal  of  maintaining 
and  enhancing  effective  conqietition  in  the  Kegion.  Sec¬ 
tion  202(b)  (2)  scates  that  “in  addition  to  its  duties  and 
responsibilities  under  other  provisions  of  this  Act,  the 
Association  shall  .  .  .  prepare  an  economic  and  opera¬ 
tional  study  and  analysis  of  .  .  .  the  competitive  or 
other  effects  [of  the  Final  System  Plan]  on  profitable 


railroads.”  In  Section  206(a)  (5)  the  Act  provides  that : 
“the  Final  Systemf  Plan  shall  be  formulated  in  such  a 
way  as  to  effectuate  [among  other  goals]  .  .  .  the  re¬ 
tention  and  iiromotioh  of  competition  in  the  provision 
of  i-ail  and  other  transportation  sendees  in  the  Region.” 

Competition  is  a  goal  of  the  Act  that  may  conflict  with 
otliere,  particularly  Section  202(b)(5),  which  requires 
the  Association  to  consider  methods  of  achieving  econo¬ 
mies  through  consolidations  and  pooling  arrangements, 
and  Section  206(b),  which  mandates  consideration  of 
ways  to  achieve  rationalization  of  rail  services  and  the 
rail  service  system  in  the  Region.  (See  also  Section 
206(g)  with  respect  to  consolidation  arrangements.) 

Competition  Defined 

It  is  a  basic  tenet  of  economics  that  a  purely  competi¬ 
tive  market  economy  will  j)ro<lucc  the  l)est  allocation  of 
social  resources.  Proper  resource  allocation  enables  pro¬ 
duction  of  a  given  bundle  of  goods  and  services  at  the 
lowest  possible  cost  or,  as  a  corollary,  assures  that  the 
mix  of  goods  and  sendees  produced  by  the  economy  best 
satisfies  consumei’s  for.  any  given  level  of  exiienditure. 

Thus,  pure  competition  pi’oduces  'the  condition  of 
maximum  social  Avel  fa  re :  AH  goods  and  services  are  pro¬ 
duced  in  the  proper  amount,  all  “inherent  advantages” 
are  fully  exploited,  all  economic  resources  and  factoi’S 
arc  mosfefficiently  used,  prices  in  the  market  are  rea¬ 
sonably  low— given  the  size  of  the  market  and  avail¬ 
able  technologj’-r— and  undue  concentrations  of  economic 
power  do  not  accumulate. 

The  Definition  of  Markets 

The  economist's  model  of  pure  competition  seldom  is 
realized  in  actual  business  practice.  Nevertheless,  Amer¬ 
ican  public  policy  toward  business  places  great  stock  in 
maintenance  of  competition ;  but  how  much  competition 
and  what  kind?  Statutory  boundaries  of  anticonqieti- 
tivc  behavior  arc  found  in  the  antitrust  laws  and  trans¬ 
portation  statutes,^  but  75  years  of  antitrust  case  law 

1  Two  sources  on  statutory  and  rejrnlator.v  standards  for  competition 
In  the  transportation  industries  are  Alfred  E.  Kahn,  The  Kcoitomiet  of 
Regulation;  Prindplet  and  Inatttutiona  (John  Wiley  &  Sons,  Inc.,  1971), 
nnd  Michael  Conant,  Railroad  JUergem  und  Abandon ment»  (I'nlvorslty 
of  California  Press,  1901). 
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and  regulatory  rulings  have  failed  to  provide  a  precise 
definition  of  the  lawful  minimum  of  competition. 

To  get  at  the  question  of  how  much  competition 
should  exist  (or  conversely,  the  degree  of  “monopoly 
power”  which  should  be  allowed),  it  is  necessary  to  de¬ 
fine  the  market  in  which  competition  is  supposed  to 
exist.  Economists  measure  the  degree  of  monopoly 
power  in  a  market  by  “cross  elasticities  of  demand,”  or 
the  degree  to  which  one  product  can  be  substituted  for 
another.  Antitrust  law  comes  at  this  by  attempting  to 
define  “relevant  markets” — the  range  of  substitutable 
products  that  the  law  will  not  allow  to  be  monopolized. 
Unfortunately,  the  definition  of  “relevant  markets”  can¬ 
not  be  determined  any  more  precisely  than  “adequate 
competition ;”  indeed,  the  two  concepts  are  fully  inter¬ 
dependent. 

The  transportation  industries  pose  difficult  problems 
of  market  definition  because  of  the  point-to-point  char¬ 
acter  of  traffic  movements  and  the  high  degree  to  which 
modes  can  be  substituted  for  each  other.  For  example, 
if  a  shipper  wants  steel  to  move  from  Pittsburgh  to  St. 
Louis,  it  will  be  significant  that  the  Penn  Central, 
CheSsie  System  and  Norfolk  &  Western  all  provide 
single-line  service.  The  shipper  is  well  situated  with  re¬ 
spect  to  intramodal  competition,  but  intermodal  com¬ 
petition  also  may  be  a  factor  in  this  market.  Steel  is  a 
valuable  cwnmodity  and  earlier  delivery  may  save  the 
shipper  some  distribution  expenses ;  trucking  firms  could 
haul  the  steel  to  St.  Louis  in  competition  with  the  rail¬ 
roads,  probably  with  faster  delivery.  Also,  steel  prod¬ 
ucts  are  heavy,  and  inland  waterway  carriers  might  be 
able  to  move  the  steel  at  rates  low  enough  to  cover  the 
time-related  costs  of  (presumed)  slower  delivery  by 
barge.  For  this  point-to-point  movement,  there  is  high 
cross-elasticity  among  rail,  truck  and  barge  service  or, 
in  other  words,  intermodal  competition  is  highly  effec¬ 
tive. 

Workable  Competition 

Because  pure  competition  rarely  exists,  economists 
and  antitrust  lawyers  have  arrived  at  the  notion  of 
“workable  competition.”  This  concept  strikes  a  balance 
between  theory  and  pragmatism — between  pure  com¬ 
petition,  which  relies  on  large  numbers  of  sellers  to  pre¬ 
vent  monopoly  control  of  prices  and  service  levels,  and 
the  undeniable  fact  that  total  market  demand  places  a 
limit  on  the  number  of  sellers  of  a  size  large  enough  to 
take  advantage  of  production  economies. 

“Workable  competition”  is  best  achieved  when  a  mar¬ 
ket  has  the  largest  number  of  firms  which  can  exist  in 
an  industry,  without  ahy  firm  being  too  small  to  reap 
all  of  the  economies  which  might  come  from  being  big — 
such  as  specialization,  research  work,  volume  purchases, 
advertising  advantages  and  the  like.  Each  firm  in  an  in¬ 


dustry  should  be  large  enough  to  achieve  these  econo¬ 
mies  ;  but  if  a  firm  is  larger  than  the  threshold  size,  the 
total  number  of  firms  is  reduced  unnecessarily. 

In  railroading,  econ(Mnies  resulting  from  dense  traffic 
flows  are  likely  to  be  so  great  that  only  one  firm  can  be 
of  optimal  size  in  many  point-to-point  markets.  Two 
firms  of  optimal  scale  may  be  able  to  coexist  in  larger 
markets.  In  general,  two  railroad  firms  in  a  large  freight 
market  will  produce  a  “workable”  level  of  intramodal 
competition. 

For  smaller  city-pairs,  only  one  rail  carrier  is  prac¬ 
ticable,  but  that  does  not  mean  that  no  competition  exists 
or  that  shippers  are  at  the  mercy  of  the  railroads ;  there 
are  several  avenues  of  escape.  First,  there  is  intermodal 
competition.  Second,  there  is  the  option  to  route  traffic 
to  other  rail  carriers  at  intermediate  junctions  (called 
short-hauling).  Third,  the  shipper  over  time  may  re¬ 
locate  or  revise  production  and  distribution  strategies, 
part  of  the  reason  for  the  decline  of  railroading  as  de¬ 
scribed  in  Chapter  1.  Fourth,  a  multiplant  firm  can 
threaten  to  reallocate  production  toward  other  existing 
plant  locations. 

Public  economic  regulation  of  an  industry  substitutes 
for  market  competition  under  the  antitrust  laws.  So 
long  as  there  is  regulation,  the  number  of  competitors 
in  “relevant  markets”  is  not  so  important  as  it  is  under 
market  competition.  If  a  policy  choice  were  made  to 
lessen  public  rate  regulation,  however,  the  number  of 
effective  competitors  in  each  market  could  not  be 
ignored. 

In  sum,  “workable  competition”  is  a  practical  bal¬ 
ance  between  pure  competition  of  large  numbers  of 
sellers  and  no  competition  or  monopoly.  “Workable 
competition”  produces  acceptable  results,  i.e.,  prices 
close  to  production  costs,  good  service  to  custmners,  effi¬ 
cient  management  and  technological  progress  at  rea¬ 
sonable  costs. 

Comperition  vs.  Competitors 

In  our  complex  industrial  society,  individual  people 
as  consumers  rarely  participate  directly  in  freight 
transport  decisions.  Shippers  and  receivers  serve  as  in¬ 
termediaries  for  consumers,  paying  the  freight  bill  as 
part  of  the  final  production  costs  of  goods  and  services 
purchased  by  consumers.  To  the  extent  that  there  are 
benefits  of  competition,  those  benefits  are  received  in¬ 
directly  by  consumers  and  directly  by  shippers  or  re¬ 
ceivers.  In  defining  types  or  levels  of  competition,  there¬ 
fore,  it  makes  sense  to  view  competition  as  it  is 
perceived  by  shippers  and  receivers — ^the  directly  par¬ 
ticipating  beneficiaries. 

A  contrary  view  often  is  presented  by  rail  industry 
representatives  who,  in  a  merger  case  for  example,  typ¬ 
ically  are  more  interested  in  impact  on  competitors  than 
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impact  on  competition.  Their  argument  is  that  there 
can  be  no  competition  without  healthy  firms  to  compete. 
That  is  so,  but  when  public  policy  has  sought  to  pro¬ 
tect  competitors.^  it  often  has  done  so  at  the  expense  of 
consumers,  who  may  be  made  to  pay  higher  rates  to 
keep  inefficient  firms  in  business.  If,  instead,  the  com¬ 
petitive  forces  were  permitted  full  rein,  efficient  firms 
would  survive  and  inefficient  firms  would  fail.  Public 
policy  must  intervene,  of  course,  to  prevent  predatory 
competition  and  its  excesses. 

The  Association  believes  that  protection  of  competi¬ 
tion  comes  before  protection  of  competitors.  USRA 
cannot  neglect  competitive  impacts  on  rail  carriers  in 
the  Region,  but  where  the  interests  of  these  carriers  may 
conflict  with  the  interests  of  creating  the  best  long  run 
solution  for  consumers*  generally,  the  latter  course  must 
be  favored.  A  most  serious  policy  problem  exists  if,  in 
mapping  a  competitive  industry  structure,  potential 
competitors  refuse  to  engage  in  territorial  extensions 
designed  to  bring  about  an  acceptable  level  of  competi¬ 
tion.  In  that  case,  absence  of  willing  competitors  be¬ 
comes  an  immediate  problem  which  must  be  solved  in 
the  interests  of  competition  generally. 

intramodal  (Rail-Rail)  Competition 

Efficiency  of  railroad  service  in  the  Region  is  affected 
considerably  by  the  nature  and  extent  of  competition 
between  railroads.  Resolution  of  this  complex  subject 
was  a  key  part  of  the  Association’s  deliberations  in  pre¬ 
paring  the  Preliminary  System  Plan.  Few  areas  have 
evoked  such  differences  of  expert  opinion  and  it  has 
been  impossible  to  reconcile  these  differences  with  sta¬ 
tistical  or  other  factual  findings. 

Some  observers  believe  rail-rail  competition  is  costly 
to  provide  in  the  R^on  because  it  necessarily  implies 
retention  of  duplicate  and  underutilized  facilities.  Oth¬ 
ers  believe  that  the  goal  of  preserving  rail-rail  competi¬ 
tion  is  consistent  with  creating  a  financially  sound  rail 
syston  in  the  Region.  This  latter  group  believes  that 


whenever  a  choice  between  one  larger  firm  and  two 
smaller  firms  serving  the  same  markets  is  to  be  made, 
the  more  competitive  solution  (two  firms)  also  results 
in  establishment  of  firms  of  more  efficient  size.  Accord¬ 
ing  to  this  view,  the  two  ownpetitive  firms  will  be  man¬ 
aged  better,  and  will  be  more  aggressive  and  more  pro¬ 
gressive  than  a  single  larger  firm.  As  a  result  they  will 
provide  better  service  at  lower  rates,  over  time,  than 
will  the  larger  firm.  These  two  conflicting  viewpoints 
can  be  summarized  as  in  the  numbered  paragraphs  <m 
this  page. 

The  Association  has  made  special  studies  of  the  kind 
and  level  of  competition  in  the  Region,  has  made  pre¬ 
liminary  investigations  of  economies  of  scale  and  econ¬ 
omies  of  density  in  railroads,  has  reviewed  the  Secre¬ 
tary’s  Report  and  the  testimony  of  witnesses  before  the 
RSPO  and  has  solicited  expert  opinion  from  key  econ¬ 
omists,  transportation  consultants  and  rail  shippers. 
The  viewpoints  expressed  and  the  analytic  results  re¬ 
ported  in  these  sources  amount  to  a  near-unanimous  re¬ 
jection  of  anticompetitive  solutions  in  major  markets. 

USRA’s  approach  to  the  resolution  of  the  issue  of 
the  proper  level  of  rail-rail  competition  was  to  (Refine 
types  of  competitive  service  which  might  be  created  or 
maintained,  then  to  determine  which  areas  of  the  Re¬ 
gion  should  be  served  by  each  type  of  competition. 
USRA  determined  that  the  proper  amount  of  competi¬ 
tion  cannot  be  resolved  without  reference  to  multiple 
types  of  competition.  The  various  types  of  rail-rail  com¬ 
petition  are  defined  and  analyzed  in  the  preceding  sec¬ 
tion.  The  Association’s  basic  plan  for  ccMnpetitive  serv¬ 
ice  in  the  Region  is  described  in  Chapter  3,  and  location- 
specific  determinations  are  discernible  in  the  large 
industry  structure  map  enclosed  with  this  volume  of  the 
Plan. 

The  general  policy  adopted  by  USRA  is  that  effective 
rail-rail  competition  must  be  provided  in  key  markets 
including  markets  presently  dominated  by  bank¬ 
rupt  carriers.  Rail  competition  need  not  be  sustained. 


For  Emphasizing  Competition 

1.  Firms  of  small  or  moderate  size  are  equally  or  more  efficient 
than  the  largest  firms. 

^  2.  Economies  of  density  can  be  achieved  through  creation  of 
proper  route  structures  and  expanding  joint  operations. 

3.  Rails  already  have  lost  almost  all  divertible  traffic  to  other 
modes,  so  only  rail-rail  competition  is  effective. 

4.  A  larger  number  of  competitive  firms  keeps  open  a  larger 
number  of  future  restructuring  options  and  avoids  putting 
all  the  eggs  in  one  basket 

5.  (Jood  ser\’ice  to  shippers  derives  from  aggressive  competition 
of  more  than  one  firm  for  a  given  amount  of  business. 

6.  Competitive  firms  will  be  financially  sonnd  fef  underlying  con¬ 
ditions  are  adequate,  because  competition, provides  incentives 
to  good  management  and  firm  size  is  at  optimal  scale. 


For  De-emphasizing  Competition 

1.  I.Arger  firms  are  at  least  potentially  more  efficient  than 
smaller  firms,  especially  if  the  latest  managerial  techniques 
are  employed. 

2.  Economies  of  density  are  best  achieved  by  consolidating 
freight  fiows  over  the  minimum  number  of  firms. 

8.  Rail-rail  competition  was  beneficial  in  the  past  but  is  largely 
nonexistent  or  irrelevant  today  because  firms  in  other  modes, 
not  other  rail  carriers,  set  cost  and  service  standards. 

4.  A  smaller  number  of  firms  enables  concentration  of  scarce 
managerial  talent  and  focusing  of  federal  assistance  funds 
in  limited  areas. 

5.  Gh>od  service  to  shippers  derives  from  concentration  of  traffic 
fiows,  enabling  more  frequent  schedules,  run-through  trains, 
better  plant,  etc. 

6.  Financial  viability  Is  a  function  of  minimum  plant' duplica- 

.,(,tion  and  avoidanw  of  “destructive”  competition — ^which  un¬ 
dermines  the  rate  level. 
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however,  in  markets  where  traffic  volumes  are  such  that 
rail  efficiency  would  be  impaired  significantly  by  dupli¬ 
cation  of  facilities  and  services.  Given  a  choice  between 
two  or  three  railroads,  each  providing  an  inadequate 
level  of  service,  and  a  single  carrier  providing  a  high 
quality  of  service,  the  single  carrier  choice  is  preferred. 

Determinations  of  traffic  levels  adequate  to  sustain 
competitive  rail  services  can  be  made  only  by  consid¬ 
eration  of  the  specifics  of  each  market.  Withdrawal  of 
services  must  be  considered  on  a  case-by-case  basis.  Be¬ 
cause  of  the  way  the  mainline  rail  networks  have  devel¬ 
oped,  for  example,  it  may  be  relatively  inexpensive  to 
maintain  two-carrier  service  to  one  particular  traffic 
generating  area,  while  elsewhere  two  carriers  could  not 
split  the  same  amount  of  traffic  and  earn  the  same  ag¬ 
gregate  amount  of  profit.  Most  important,  when  consid¬ 
ering  how  to  continue  competition  in  markets  which 
otherwise  would  be  monopolized,  it  is  essential  to  find 
a  carrier  willing  to  provide  competition  ( see  Chapter  3) . 

Finally,  continuation  of  rail-rail  competition  in  the 
Region  is  not  necessarily  incompatible  with  increased 
rail  efficiency  or  reduction  of  duplicative  facilities  and 
services ;  opportunities  for  coordination  of  services  be¬ 
tween  carriers  enable  achievement  of  economies  of  den¬ 
sity  without  reducing  service  to-  a  single  carrier 
monopoly. 

The  Association,  like  the  Department  of  Transporta¬ 
tion  in  its  February  1, 1974  report,  has  rejected  the  ex¬ 
tremes  of  monopoly  rail  service  in  the  Region  and  an 
industry  organization  of  multiple  small  firms.  The  in¬ 
stitutions  recommended  in  this  Preliminary  System 
Plan  are  of  manageable  size.  No  part  of  the  Region  gen¬ 
erating  large  amounts  of  traffic  is  left  without  rail-rail 
competition  in  the  general  vicinity.  The  Association 
has  given  substantial  credence  to  the  argument  that 
concentration  of  traffic  flows  is  an  important  source  of 
economies  and  can  result  in  better  service  to  shippers 
in  the  aggregate.  Further,  USRA  tentatively  has  con¬ 
cluded  that,  while  economies  traceable  to  large  corporate 
size  are  not  obvious  in  this  industry,  economies  of  den¬ 
sity  are  important. 

Existing  and  Proposed  Lovols  of  Rail-Rail  Competition 

USRA  staff  has  analyzed  the  market  share  of  domi¬ 
nant  railroads  in  counties  served  by  candidates  for  con¬ 
solidation.  Table  1  shows  the  distribution  of  171  coun¬ 
ties  by  the  rail  market  share  of  the  dominant  railroad, 
boUi  at  present  and  for  one  proposed  configuration  of 
consolidated  roads.  At  present,  the  171  counties  ex¬ 
amined  in  Table  1  are  distributed  fairly  evenly  across 
the  three  classifications  tabled.  Sixty-two  counties  show 
no  railroad  in  possession  of  a  dominant  traffic  share,  de¬ 
fined  as  70  percent  of  carloads  generated.  Complete  mo¬ 
nopoly  positions  in  railroad  traffic  exist  in  61  counties. 


The  Association’s  proposed  three-system  configuration 
results  here  in  an  increase  in  traffic  dominance  by  indi¬ 
vidual  railroads.  The  number  of  counties  with  no  domi¬ 
nant  railroad  drops  to  42,  while  the  number  monop¬ 
olized  by  one  railroad  rises  to  74. 

Table  1. — Rail  market  dominance  in  17 1  counties  east 
of  Ohio:  *  Distribution  of  counties  and  carloads  generated  * 
hy  percentage  of  carloads  served  hy  dominant  railroad  * — 
present  and  Three  Carrier  System  *  {proposed) 


Traffic  share  of  dominant  railroad 


Less  than 
70  percent 

70  to  99 
percent 

100 

percent 

Number  of  counties: 

Present _ 

62 

58 

51 

Three  Carrier  System _ 

42 

55 

74 

Percentage  of  total  carloads: 
Present _ _ 

64 

28 

8 

Three  Carrier  System _ 

51 

32 

17 

>  Eastern  portion  of  Region  only,  east  of  Ohio/Pennsylvania  border,  with  small 
number  of  counties  excluded  where  no  service  exists  by  S  candidates  for  con¬ 
solidation. 

*  Carloads  generated-origlnated  or  terminated. 

*  Dominant  railroad  •railroad  with  highest  carloads  generated  in  county.  Shares 
lower  than  70  percent  were  not  considered  dominant  and  were  consolidated  into  1 
grouping. 

« Three  Carrier  System  is  a  proposed  alternative  involving  consolidation  of  6 
carriers  plus  2  systems  of  solvents. 

Source:  USRA  stall  analysis. 

The  lower  half  of  Table  1  shows  the  percentage  of 
carloads  generated  in  various  dominance  classifications. 
The  proportion  of  carloads  in  areas  with  100  piercent 
dominance  rises  from  8  percent  at  present  to  17  per¬ 
cent  under  this  configuration,  while  traffic  in  counties 
with  no  dominant  carrier  falls  from  64  to  51  percent.  It 
should  be  noted,  however,  that  for  this  example  over 
half  the  carloads  generated  still  would  be  served  in  com¬ 
petitive  markets,  and  by  no  means  all  the  monopolized 
markets  would  be  under  the  influence  of  the  consoli¬ 
dated  network  of  railroads. 

A  more  direct  measure  of  the  degree  of  competition 
between  railroads  is  the  availability  of  multiple  line 
service  and  reciprocal  switching  agreements  to  individ¬ 
ual  customers  versus  service  by  a  single  line.  Table  2 
shows  the  number  of  customers  with  service  in  these 
three  classifications  for  selected  Pennsylvania  and 
and  Northern  New  Jersey  areas.  Very  few  customers, 
only  24  of  2,669,  have  direct  cfmnections  to  more  than 
one  railroad,  and  only  another  150  are  covered  by  recip¬ 
rocal  switching  agreements  whereby  one  railroad  will 
pick  up  cars  to  exchange  with  a  second  carrier  (usually) 
for  a  small  fee.  Fully  2,495  of  the  2,669  customers  have 
only  single  line  service,'  indicating  that  direct  rail-to- 
rail  competition  at  the  shipper’s  location  is  very  rare, 
even  in  highly  developed  industrial  areas  such  as  these. 
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Table  2. — Number  of  cuetomera  served  by  railroads  in  the  Philadelphia  and  Northern  New  Jersey  areas  distinguishing  single  line  service, 

multiple  line  service  and  reciprocal  switching  service 


RaUnwd(8) 


SiDgle  Une  servloe: 

B&O . 

EL. 

PC... 

CNJ.. 

RDQ. 

LV... 


SnbtoUl. 


MoHiple  Une  setrice  (direct  connection): 

PORDQ . 

RDO-LV . 

PC-CNJ . 

PC-EL _ 

CNJ-LV . 

LV-EL . 


Subtotal. 


Multiple  Une  service— reciprocal  switching 

PORDO . 

PC-LV . 

PC-CNJ . 

PC-EL . 

RDO-LV . 

LV-EL . 


Subtotal.... 
Orand  total. 


Stations 


Philadelphia 


40 

8B9 


sss 


1,402 


12 


1,474 


Newark 


57 

241 

119 


ao 


25 


25 


Harrison 


EUtabeth  > 


155 

99 


254 


Jersey  City 


92 


195 


Bayonne 


64 


Perth 

Amboy 


as 


AUentown- 

Bethlehem 

Easton 


84 


20 

107 


Total 


40 

115 

1,260 

280 

578 

122 


2,405 


24 


150 


2,660 


>  Includes  Port  Newark. 

The  Problem  of  Competitive  Service  to  Small  Shippers 

Small  shippers  *  suffer  several  disadvantage  relative 
to  large  shippers;  these  disadvantages  are  clearest  in 
the  area  of  service  quality.  Small  shippers  generally  are 
harder  to  serve  per  work  unit  and  have  less  leverage 
over  carriers  than  large  shippers  do.  Understandably, 
therefore,  small  shippers  may  place  a  premium  on  com¬ 
petition.  hoping  that  the  rivalry  of  carriers  will  produce 
benefits  that  they  cannot  exact  from  a  single  carrier  or 
hope  to  obtain  by  regulation  alone.  The  large  shipper, 
who  on  the  surface  has  the  most  to  gain  from  competi¬ 
tion,  may  be  less  vociferous  on  the  subject  than  the  small 
shipper,  because  the  large  shipper  (ian  exact  through  lev¬ 
erage  (“monopoly  power”  in  the  economist’s  jargon) 
what  the  small  shipper  can  get  only  through  competi¬ 
tion  or  very  extensive  and  careful  public  regulation.  The 
irony  is  that  service  to  large  shippers  may  be  in  volume 
sufficient  to  warrant  competition,  while  for  the  small 
shipper,  competition  is  uneconomic  under  any  definition. 

There  are  three  ways  small  shippers  partially  can 
overcome  their  competitive  disadvantages.  One  is  to  join 
with  other  small  shippers  in  an  association,  which  then 
has  total  volume  sufficient  to  achieve  the  advantages  pos¬ 
sessed  by  large  shippers.  Such  an  association  can  pro- 

*A  small  shipper  Is  defined  as  one  who  generates  small  rolumes  of 
carload  traffic,  as  distinct  from  a  shipper  (large  or  small)  of  small 
parcels. 


vide  research  services  on  available  rates,  for  example, 
a  function  that  a  single  small  shipper  might  not  be  able 
to  afford.  Shipper  associations  also  enable  <»nsolidation 
of  shipments  to  achieve  more  favorable  multiple-car 
rates.  Second,  a  small  shipper  can  l(x:ate  in  a  market 
area  with  one  or  more  large  shippers.  Proximity  to  ma¬ 
jor  traffic  generation  points  may  result  in  improved 
service  and  even  more  favorable  rates.  Third,  the  small 
shipper  can  seek  effective  regulation,  pursuing  the 
rights  and  remedies  that  the  applicable  law  and  regula¬ 
tions  afford. 

Shipper  Views 

In  order  to  learn  more  about  how  shippers  view  the 
advantages  of  (jompetition,  USRA  asked  one  of  its  con¬ 
sultants  •  to  gather  a  group  of  knowledgeable  shipper 
representatives  to  discuss  these  issues.  A  few  of  the  find¬ 
ings  are  pertinent. 

Shippers  believe  that  the  “personality”  of  the  indi¬ 
vidual  railroad  is  a  signific^ant  factor  in  the  treatment 
of  its  customers — both  large  and  small.  Some  small  rail¬ 
roads  consider  every  account  of  major  significance  to 
them,  are  generally  successful  at  maintaining  good  c<)m- 
munications  with  their  customers  through  personal  con¬ 
tacts  and  achieve  efficient  operation  in  all  aspects  of 
their  business  over  which  they  have  control. 

*  Simat,  Hellleson  and  Blchner. 
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TYPES  OF  RAIL-RAIL  COMPETITION 


Often  it  Is  assumed  that  rail-rail  competition  exists  only  if  a 
given  shipper  has  direct  access  to  two  railroad  companies.  That 
assumption  can  be  overdrawn.  Indeed,  most  shii^rs  do  not  have 
direct  access  to  two  railroads.  Do  they  have  any  benefits  of 
competition  without  such  direct  access?  Surely  direct  access 
gives  a  shipper  more  leverage,  but  to  ignore  the  broader  impli¬ 
cations  of  indirect,  regional  competition  is  to  discount  the  essen¬ 
tial  dynamics  of  the  American  economy.  Business  behavior  is 
affected  by  trends  and  innovations  elsewhere  in  industry,  and 
carriers  in  the  South  or  West  set  standards  of  service  and  rates 
that  cannot  be  ignored  in  the  East  and  Midwest.  Within  the 
northeast  Region,  competition  between  specific  points  may  be 
less  relevant  to  the  regional  economy  than  the  existence  of  car¬ 


riers  which  are  responsive  to  their  specific  (pertiaps  captive) 
shippers  by  virtue  of  corporate  pride,  industry-wide  trends  in 
producti>’ity  or  innovation  and  sound  financial  condition. 

This  is  another  way  of  saying  that  “competition  in  the  large” 
may  well  be  a  more  important  policy  goal  than  retention  of 
multiple-carrier  competitive  service  to  specific  shippers — “com¬ 
petition  in  the  small.”  Such  a  conclusion  is  particularly  appro¬ 
priate  in  an  era  of  large,  geographically  diverse  organizaticms 
with  service  patterns  that  are  national  in  scope. 

Because  there  has  been  a  great  deal  of  controversy  about  the 
definition  of  (XMnpetition,  and  in  order  to  show  different  ways  in 
which  competition  could  be  provided,  the  Association  has  pre¬ 
pared  the  following  typol(^. 


FIGURE  1 

NO  COMPETITION  (REGIONAL  MONOPOLY) 


CITY  A 


l%e  Region  is  served  by  a  single  carrier  on  whose  lines  all 
rail  shii^rs  are  located. 

Under  such  a  situation,  the  shipper (s)  has  no  choice  of  rail 
carrier  within  the  Region,  although  there  is  a  modal  choice  of 
truck,  water  or  air.  The  shipper,  however,  does  have  only  a  single 
rail  carrier  to  deal  with  and  a  single  integrrated  service  for  all 
of  his  shipments.  If  the  carrier  is  well-managed,  it  should  be 
able  to  concentrate  traffic  flows  and  provide  the  shipper  with  a 
high  level  of  service. 

Rates  and  car  supply  would  be  almost  totally  at  the  discretion 
of  the  carrier  within  the  regulatory  guidelines.  With  no  com¬ 
petitive  pressures  from  other  rail  carriers,  the  carrier  might  be 
slow  to  innovate  with  rates  or  equipment.  Rate  breaks  and 
innovative  equipment  would  be  provided  to  the  shipper  only 
,  when  it  was  ben^cial  to  the  railroad. 

In  this  case  the  shipper,  if  dissatisfied  with  rail  service,  has 
only  the  options  of  switching  to  potentially  higher  cost  modes, 
decentralizing  to  avoid  long-distance  transportation  altogether, 
or  going  out  of  business  entirely.  These  threats  are  unlikely  to 
move  the  carrier  to  innovate,  since  only  the  largest  and  most 
profitable  shippers  can  fully  exercise  these  (^tions  while  staying 
in  business.  The  shipper  has  recourse  to  the  regulatory  process, 
but  experience  with  regulatory  agencies  indicates  that  correc¬ 
tion  of  service  deficiencies  and  car  supply  inadequacies  woul4 
be  extremely  slow,  and  burdensome.  Regulatory  bodlM  can  pre¬ 
vent  certain  negative  actions  more' readily  than  they  can  pro¬ 
mote  positive  improvements  to  the  shipper. 


FIGURE  2 

INDIRECT  COMPETITION  (LOCAL  MONOPOLY) 


CITY  A 


RAILROAD  Y; 

Two  or  more  carriers,  relatively  balanced  in  terms  of  revenues 
and  physical  size,  serve  the  Region  but  do  not  always  serve 
the  same  city-to-city  markets.  The  shipper  is  physically  located 
on  Railroad  X  and  has  no  access  to  Railroad  Y.  \ 

Indirect  ccanpetition  still  gives  the  shipper  no  choice  of  rail 
carrier  within  the  Region,  but  it  does  provide  some  benefits 
from  rail-rail  competition.  As  the  carriers  compete  for  on-line 
industrial  location,  price  and  equipment  innovation  would  be 
used  as  inducements.  Generalized  competition  in  the  Region 
tends  to  make  individual  carriers  more  responsive,  more  efficient, 
better  managed.  To  the  extent  that  the  carriers  are  well  man¬ 
aged,  service  levels  to  shippers  should  be  high,  as  individual 
carriers  would  be  able  to  concentrate  their  flows. 

There  would  be  a  tendency  of  one  carrier  to  emulate  the 
innovations  of  the  other.  For  example,  innovations  by  Railroad 
Y  can  make  the  shipper’s  competitors  from  City  A  more  price- 
competitive  in  City  B  by  lowering  their  transportation  costs. 
Railroad  X  must  match  or  do  better  than  this  or  it  will  lose 
traffic  when  the  shipper  begins  to  ship  less  because  of  his 
declining  market  share,  relocates  to  maintain  that  share  or 
goes  out  of  business. 

In  this  case,  the  shipper’s  cations  are  changing  modes, 
decentralizing,  relocating  on  the  competing  railroad,  or  going 
out  of  business.  The  threat  of  relocation  is  particulariy  potent, 
because  the  serving  carrier  knows  that  his  competitor  will' 
encourage  that  relocation.  These  are  valid  options  only  for  the 
larger  and  more  ^ble  firms;  smaller  shippers  benefit  only 
coincidentally  from  the  innovations  made  by  the  carriers. 
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FIGURES 

REMOTE  COMPETITION  (SHORT  HAUL) 


CITY  A 


FIGURE  4 

LIMITED  ACCESS  COMPETITION  (INTERMODAL) 

CITY  A 


RAILROAD  Y:  — -  — -  — 


Two  or  more  carrim  serve  the  Regicm  and  are  directly 
competitive  over  certain  parts  of  their  route  structure  even 
thougdi  they  do  not  always  serve  the  same  city-to-city  marketa 

Here  the  shipper  has  a  choice  of  rail  carrier  within  the 
Regicm.  Even  though  [Aysically  located  on  Railroad  X,  the 
shipper  can  use  Railroad  ¥  for  that  portion  of  the  haul  fnHn 
an  intermediate  junction  (J)  to  destination.  Railroad  Y  could 
actively  compete  for  this  traflOc  by  supplying  the  sdiipper  with 
cars  in  return  for  routing  over  its  line.  Railroad  ¥  could  not 
compete  on  a  price  basis,  however,  as  it  must  establish  a 
through  rate  with  Railroad  X.  Since  Railroad  X  is  trying  to 
retain  the  traffic,  it  is  unlikely  to  participate  in  such  a  rate. 

The  ability  to  use  Railroad  ¥  for  part  of  the  move  gives 
the  shipper  a  direct  revenue  leverage  over  Railroad  X,  as  the 
railroad  can  be  denied  revenue  generated  between  the  juncticm 
and  City  B.  This  leverage  can  be  used  to  encourage  Railroad  X 
to  innovate  in  pricing,  service  and  car  supiriy  in  order  to  retain 
the  traffic. 

There  is  a  potential  service  cost  to  the  shipper  in  doing  this, 
as  Railroad  X  still  has  control  of  the  car  over  part  of  the  move. 
Although  it  is  unlikely  that  Railroad  X  would  slow  the  service 
between  City  C  and  the  junction — because  that  service  involves 
shipments  of  other  customers — ^it  is  possible  that  Railroad  X 
would  delay  giving  the  shipper’s  car  to  Raiiroad  ¥  once  it  got 
to  the  junction;  this  is  the  way  a  railroad  can  punish  one  of 
its  shippers  for  “short-hauling”  the  railroad.  Even  if  a  delay 
were  not  deliberate,  the  introduction  of  an  additional  switching 
operation  may  itself  cause  a  delay. 

In  this  case  the  shipper’s  (^ons  include  a  choice  of  carrier. 
The  revenue  leverage  inherent  in  that  chcrice  gives  the  shipper 
the  ability  to  pit  one  carrier  against  another  in  his  attempt  Co 
derive  competitive  concessions. 


’Two  or  more  carriers  serve  the  Region  and  generally  serve 
the  same  city-to-city  markets.  Within  the  cities,  these  carriers 
serve  only  those  shippers  physically  located  an  their  respective 
lines.  ) 

For  carload  traffic,  Limited  Access  Competition  presents  the 
same  situation  as  did  remote  competition ;  the  shipper’s  access  to 
Railroad  ¥  is  still  at  the  junction.  For  intermodal  (i.e.,  TOFG, 
COFC)  traffic,  however,  the  shipper  now  has  a  local  choice  of 
carrier.  Depending  on  the  susceptibility  of  his  commodity  to 
intermodal  handling,  the  shii^r  now  has  the  option  of  using 
Railroad  X  or  Railroad  ¥  for  tbe  entire  haul.  This  increases 
revenue  leverage,  the  ability  to  exert  more  pressure  on  carriers 
in  both  modes  to  innovate  in  pricing,  service  and  car  supply. 
Shipper  leverage  is  greater  under  this  type  of  competition 
than  under  remote  competition,  but  carrier  counter-leverage 
remains  the  same.  The  carrier  controls  part  of  the  carioad  move 
as  it  did  in  the  previous  case,  but  none  of  the  intermodal  move. 
The  sfaii^r  may  suffer  declining  levels  of  service  on  remaining 
carload  traffic  if  he  diverts  too  much  traffic  to  intermodal  serv¬ 
ice.  Also,  there  may  be  an  indirect  service  cost  to  be  paid  by  all 
shippers  for  the  privilege  of  having  two  (or  more)  railroads 
serving  the  same  city.  The  total  traffic  flow  from  City  G  must  be 
divided  among  competing  carriers,  and  these  lower  volumes 
would  mean  less  frequent  dispatching  of  trains  and  fewer 
through  trains  (i.e.,  nonstop  from  City  C  to  City  B).  Conse¬ 
quently,  the  overall  level  of  service  may  decline. 

Limited  Access  Competition  facilitates  the  shipper’s  option 
to  relocate  because  he  now  needs  only  to  relocate  across  town  to 
gain  direct  access  to  Railroad  ¥  for  carload  traffic.  With  a  local 
move,  the  shipper  can  keep  the  same  labor  force,  raw  material 
sui^ly  and  distance  to  maiicet 
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OPEN  ACCESS  COMPETITION 
(RECIPROCAL  SWITCHING) 


FIGURE  6 

INDEPENDENT  ACCESS  COMPETITION 
(NEUTRAL  TERMINAL  COMPANY) 


CITY  A 


RAILROAD  Y:  - 


CITY  A 


CITY  B 


l 


RAILROAD  X 
RAILROAD  Y 
RAILROAD  T 


Two  or  more  carriers  serve  the  Region  and  generally  serve 
the  same  city-to-city  markets.  Within  certain  cities,  all  8hiiH)ers 
have  access  to  either  carrier  through  an  arrangement  known  as 
open  (or  reciprocal)  switching.  Under  such  an  arrangement, 
the  shipper  located  on  Railroad  X  could  specify  Railroad  Y  as 
the  originating  railroad.  Railroad  Y  would  then  deliver  an  empty 
car  to  Railroad  X,  wbich  would  switch  it  to  and  from  the  shipper 
and  deliver  the  load  back  to  Railroad  Y  for  the  line-haul  move. 
Railroad  X  would  perform  these  services  for  Railroad  Y  for  a 
specified  charge  per  car. 

Under  Open  Access  Competition,  the  shipper  has  a  local  choice 
of  competitive  carriers.  This  not  only  will  provide  the  shipper 
with  increased  revenue  leverage  but  also  will  allow  Railroad  Y 
to  compete  with  Railroad  X  on  the  basis  of  rates  and  service  as 
well  as  car  supply.  Tliis  increased  leverage  should  improve  the 
response  time  of  the  carriers,  as  the  potential  effect  on  revenues 
is  significantly  greater  than  in  the  cases  considered  previously. 

The  shipper  may  face  a  reduction  in  service  associated  with 
fragmentation  of  the  traffic  fiows  and  potential  delays  resulting 
from  the  introduction  of  an  additional  interchange.  The  serving 
carriers  have  an  incentive  to  delay  such  movements,  since  they 
face  an  almost  total  loss  of  revenue  from  that  move.  If  the  two 
competing  railroads  are  performing  a  relatively  equal  amount 
of  switching  for  each  other,  the  fear  of  retaliation  helps  to  pre¬ 
vent  these  semi-intentional  delays.  But  if  one  carrier  is  pre¬ 
dominant  and  does  not  fear  retaliation  by  the  other,  the  switch¬ 
ing  delays  are  more  likely  to  occur. 

The  shipper  has  the  ability  to  short-haul  his  serving  carrier 
for  the  full  length  of  a  movement,  giving  him  more  leverage  over 
the  carrier  than  would  competition  of  the  types  described 
previously. 


Two  or  more  carriers  serve  the  Region  and  generally  serve 
the  same  city-to-city  markets.  Within  certain  cities,  all  the 
shippers  are  served  by  a  neutral  terminal  (or  switching)  rail¬ 
road  (T)  that  has  access  to  all  the  railroads  serving  that  city 
(X  and  Y).  The  8hipper(s)  physically  located  on  Railroad  T 
could  have  that  railroad  switch  cars  to  either  Railroad  X  or 
Railroad  Y.  Railroad  T  would  then  assess  a  switching  charge 
against  the  line-haul  railroad  which  that  carrier  would  absorb 
as  a  cosL 

The  only  significant  difference  between  Open  Access  Com¬ 
petition  and  Independent  Access  Competition  lies  in  the  neutral¬ 
ity  of  the  terminal  railroad  (T).  Since  it  makes  no  difference  to 
Railroad  T  which  line-haul  railroad  receives  a  car,  the  switching 
of  cars  should  be  on  an  equal  basis.  The  shipper  is  no  longer 
subject  to  counter-measures  by  a  competing  carrier  in  the  per¬ 
formance  of  a  switching  move.  Since  the  shipper’s  leverage  ran- 
not  be  counter-attacked,  the  shipper  bears  much  of  the  respon¬ 
sibility  for  price,  service  and  equipment  innovations. 

On  the  other  hand,  the  shipper  no  longer  has  a  single-carrier 
competitive  option.  He  must  deal  with  at  least  two  carriers  (the 
terminal  railroad  plus  at  least  one  line-haul  railroad)  and  sub¬ 
ject  the  traffic  to  the  delays  usually  encountered  In  multiple  line 
service. 

The  shipper  has  no  more  leverage  than  under  reciprocal 
switching,  but  does  enjoy  neutrality  in  getting  cars  to  the  line- 
haul  carriers  competing  for  them. 
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FIGURE  7 

MULTIPLE  ACCESS  COMPETITION 
(JOINTLY  SERVED  INDUSTRY) 


CITY  A 


Two  or  more  carriers  serve  the  Region  and  generally  serve  the 
same  city-t(H:ity  markets.  Within  various  cities,  certain  shippers 
are  directly  served  by  more  than  one  carrier.  The  shipper  is 
physically  located  on  both  Railroad  X  and  Railroad  Y  and  has 
a  competitive  choice  of  carrier  right  at  his  loading  dock. 

Multiple  Access  Competition  might  provide  a  little  more  lever¬ 
age  over  carriers  than  the  two  previous  options.  More  impor¬ 
tant,  the  shipper  has  two  single-carrier  routing  options,  a  sub¬ 
stantial  benefit.  Multiple  Access  Competition  provides  shippers 
with  the  maximum  revenue  leverage  and  choice  of  services 
among  competitive  carriers. 

There  could  be  a  price  to  pay,  however.  Since  the  shipper  has 
fragmented  the  traflSc,  each  railroad  will  switch  the  shipper’s 
plant  less  often.  This  could  result  in  a  deterioration  of  the  total 
service  level  because  each  railroad  would  be  less  interested  in 
what  now  is  less  profitable  traflSc. 


One  shipper  complained  of  the  arrogance  of  a  carrier 
that  assumed  its  traffic  to  be  in  bondage  by  reason  of 
plant  locations.  This  carrier  refused  to  discuss  the  pos¬ 
sibility  of  a  rate  adjustment  until  the  shipper  had  en¬ 
tered  into  serious  negotiations  with  a  motor  carrier.  A 
shipper  noted  tiiat  large  firms  frequently  experience  the 
same  kinds  of  problems  with  railroad  service  that 
smaller  cmnpanies  do,  particularly  where  decentralized 
facilities  of  major  firms  include  individual  plants  which 
account  for  small  volumes  of  freight  traffic.  This  would 
seem  to  imply  that  location  (a  factor  affecting  rail  oper¬ 
ating  costs)  is  more  important  than  leverage. 

The  larger  and  more  sc^histicated  shippers  seem  to 
rely  on  splitting  traffic  between  competing  carriers  in 
order  to  obtain  improved  railroad  performance.  To  split 
their  traffic,  some  shippers  have  elabOTate  “report  card” 
rating  systems.  Obviously  large  shippers  are  better 
placed  to  engage  in  this  practice  than  are  small  shippers. 

The  shippers  agreed  that  traffic  splitting  was  an  ex¬ 
tensive  practice  that  could  work  both  for  and  against 
the  shipper  and  the  railroad.  Splitting  could  produce 
better  service  and  reward  the  carrier  for  improved 
service;  it  also  could  make  the  railroads  more  respon¬ 
sive  to  dipper  interests.  On  the  other  hand,  traffic 
splitting  can  result  in  lower  volume  and  thus  higher 
cost  to  both  carriers,  which  makes  each  such  carrier  less 
efficient. 

Traffic  splitting  can  be  used  to  good  effect  because 
larger  shippers  often  feel  that  they  know  rail  costs  bet¬ 
ter  than  the  railroad  carriers  themselves.  Large  shippers 
seem  to  want  railroads  to  cover  costs  of  all  shipments 
and  make  a  fair  return,  but  they  also  want  favorable 
rates  for  volume  shipments. 

These  shippers  sought  competition  among  railroads 
and  between  other  modes  because  it  promotes  good 
performance  in  service,  cost  levels,  technical  and  mar¬ 


keting  innovation  and  management.  Rail-rail  and  inter- 
modal  competition  was  Important  to  companies  when 
deciding  on  plant  location  and  marketing  strategies.  The 
shipper  conference  concluded,  however,  that  effective 
competition  did  not  require  door-to-door  duplication 
of  competing  facilities;  if  a  railroad  becomes  indifferent 
to  service,  these  shippers  contended,  that  railroad  will 
be  punished  by  systematic  short-hauling  to  other  car¬ 
riers.  But  once  again,  it  is  the  large  shipper  that  holds 
this  trump  card. 

Shippers  are  fearful  of  finding  themselves  with  no 
rail  service  if  they  should  happen  to  be  on  the  line 
of  a  single  rail  carrier  which  fails.  Thus,  rail-rail  com¬ 
petition  is  sought  actively  by  companies  in  making 
plant  location  decisions  or  setting  marketing  strategies 
and  production  decisions,  because  it  ensures  service 
continuity  as  well  as  a  routing  option  and  rate  leverage. 
Users  of  rail  transportation  ^nerally  presume  that 
rail-rail  competition  is  essential  to  them,  and  that  the 
burden  of  proof  should  fall  on  parties  advocating  less¬ 
ened  competition  rather  than  on  those  urging  retention 
of  competition. 


Intermodal  competition  serves  many  of  the  classic 
economic  values  achieved  by  intramodal  (rail-rail) 
competition.  To  the  extent  that  rail-rail  competition  is 
considered  to  be  inadequate  in  the  Region  or  to  the  ex¬ 
tent  that  it  might  be  reduced  by  consolidation,  inter¬ 
modal  competition  must  be  relied  upon  to  pick  up  the 
slack. 

Intermodal  competition  establishes  an  effective  ceil¬ 
ing  on  rail  rates  and  a  floor  under  rail  service  quality. 
The  marketability  of  railroad  services  is  sharply  con¬ 
strained  by  intermodal  competition,  since  no  shipper 
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will  pay  a  higher  rate  if  comparable  service  is  avail¬ 
able  elsewhere  at  the  same  or  lower  charge.  Shippers 
may  be  willing  to  pay  more  for  better  service,  and  truck¬ 
ing  companies  can  provide  high  quality  service  at  cost 
competitive  with  rail  over  a  wide  range  of  commodi¬ 
ties  and  distances.  Barge  lines  transport  bulk  commodi¬ 
ties  between  points  on  the  inland  waterway  system  at 
rates  substantially  lower  than  railroads  can  charge. 
Pipelines  have  captured  nearly  all  of  the  market  in 
long-distance  transport  of  petroleum  and  petroleum 
products  and  threaten  to  take  away  coal  traffic  if  slurry 
pipeline  technology  improves  in  the  future.  Mine-mouth 
power  generation  already  has  made  inroads  into  the 
traditional  rail  business  of  coal  transport.  Great  Lakes 
shipping  has  lost  traffic  to  other  modes,  but  still  car¬ 
ries  traffic  which  might  have  gone  by  rail.  Table  3  shows 
the  change  in  shares  of  the  transport  market  realized 
by  each  of  the  major  modes  over  the  last  half 
century. 

There  are  two  conflicting  viewpoints  from  which  to 
discuss  intermodal  competition.  First  is  the  broad  pol¬ 
icy  issue  of  whether  intermodal  competition  is  effective 
in  keeping  transportation  rates  close  to  costs  and  en¬ 
suring  good  service  to  shippers  in  the  absence  of  suf¬ 
ficient  traffic  density  to  warrant  rail-rail  competition. 
The  second  viewpoint  emphasizes  the  marketing  and  fi¬ 
nancial  outlook  for  railroad  traffic  and  revenues;  such 
prospects  are  highly  dependent  on  the  effectiveness  of 
competition  from  other  modes  of  transport. 

Matters  relating  to  intermodal  competition  are  dis¬ 
cussed  in  several  other  places  in  this  report.  Chapter  1 
cites  the  rise  of  alternate  modes  and  government  assist¬ 
ance  to  them  as  one  of  the  causes  of  the  decline  of  rail¬ 


roads;  Appendix  H  provides  estimates  of  the  amount 
of  such  public  assistance  to  other  modes.  Chapter  1  also 
presents  an  overview^  of  the  prospects  for  the  industry, 
(/hapter  7  introduces  the  possibility  of  substituted  serv¬ 
ice  by  truck  as  a  means  of  insuring  transport  service 
to  shippers  in  lieu  of  light-density  rail  service.  This 
theme  is  picked  up  in  Chapter  10,  “Availability  of 
Service  by  Alternate  Modes,”  where  the  costs  of  sub¬ 
stituting  trucks  for  rail  service  by  the  bankrupt  car¬ 
riers  throughout  the  Region  are  estimated.  Chapter  10 
also  provides  further  description  of  the  transport  capa¬ 
bilities  of  other  modes.  Chapter  9,  “Marketing  Rail 
Freight  Service,”  describes  the  difficulty  of  generating 
rail  freight  revenues  in  view  of  the  competition  of  other 
modes,  and  offers  analysis  of  the  prospects  for  im¬ 
proved  service  using  more  than  one  mode;  Appendix 
F  describes  coordinated  intermodal  service  more  exten¬ 
sively.  Chapter  9  and  Chapter  14  incorporate  traffic 
and  revenue  forecasts  prepared  for  USRA  by  Temple, 
Barker  and  Sloane,  Inc.,  as  revised  by  the  Associa¬ 
tion’s  staff.'  These  estimates  include  consideration  of 
expected  changes  in  the  freight  modal  mix. 

Effects  of  Intermodal  Competition  on  Railroad  Rate  Levels 

Intermodal  competition  tends  to  result  in  lower 
freight  rates.  One  piece  of  evidence  is  that  rail  average 
revenues  per  ton-mile  (adjusted  for  inflation)  are  de¬ 
clining,  yet  the  railroads  are  not  winning  but  losing 
percentage  shares  of  total  traffic  to  other  modes. 

Motor  carriers  in  particular  have  taken  the  more 
attractive  traffic  from  the  railroads,  leaving  the  rail¬ 
roads  with  the  so-called  “railbound”  commodities  such 
as  coal,  grain,  fertilizer  and  other  bulk  commodities. 


TABLE  3 

MODAL  SHARE  OF  INTERCITY  FREIGHT  TRAFFIC  IN  THE  UNITED  STATES 
IN  BILLIONS  OF  NET  TON-MILES 


YEAR 

RAILROADS 

MOTOR  CARRIER* 

INLAND  WATER¬ 
WAY  SYSTEM 

GREAT  LAKES 

PIPELINES 

AIR  CARGO 

TOTAL 

REAL  GNP 
(1958$) 

IN  BILLIONS 

TON 

MILES 

%OF 

TOTAL 

TON 

Ml  LES 

%OF 

TOTAL 

TON 

MILES 

%OF 

TOTAL 

TON 

MILES 

%OF 

TOTAL 

TON 

MILES 

%OF 

TOTAL 

TON 

MILES 

%OF 

TOTAL 

1929 

4548 

74.9 

19  7 

3.3 

8.7 

14 

97.3 

16  0 

26.9 

44 

0003 

'  - 

607  4 

2036 

1939 

338  8 

62  4 

528 

97 

199 

3.7 

76.3 

14.0 

556 

102 

0012 

- 

543  5 

2094 

1942 

645.4 

69.5 

59.9 

6.5 

264 

28 

122  2 

13.1 

75  1 

8  1 

0.034 

- 

929  0 

297  8 

1947 

664  5 

65  3 

102  1 

100 

346  ' 

34 

112.2 

11.0 

105.2 

10.3 

0.16 

001 

1.018.7 

306  9 

1952 

623  4 

54.5 

1946 

17.0 

63.8 

56 

104.5 

9.1 

157.5 

13.8 

041 

003 

1.144.3 

395  1 

1957 

6262 

469 

254.2 

19.0 

114.6 

86 

117.3 

88 

222.7 

167 

57 

006 

1.335.6 

462  5 

1962 

600 

438 

309 

22.5 

133 

.9  7 

90 

66 

238 

17  3 

1.3 

09 

1.371 

529.8 

1967 

731.2 

41  4 

388  5 

22.0 

1740 

99 

1070 

6  1 

361  0 

20.5 

259 

0  15 

"  1,765 

675.2 

1970 

7710 

398 

412.0 

21  3 

204 

10.6 

114 

5.9 

431  0 

22.3 

3.3 

0.17 

1,935  9 

722.5 

1971 

746 

382 

445 

22.7 

210 

10.7 

106 

5.4 

448 

229 

3.5 

0.18 

1.954 

746.3 

1972 

784  3 

378 

4700 

226 

2298 

111 

1089 

5.2 

4800 

23.1 

3.7 

0  18 

2,076.7 

792.7 

1973  (PI 

8600 

38.7 

5100 

23.0 

237  0 

10.7 

114.0 

5  1 

496.0 

22.3 

42 

0.2 

2,220.2 

839  2 

*  Includtt  both  for-hirt  arxi  privatt  carrtofi. 
(P)  -  pftliminary  figuros 


SOURCES:  Amrlctn  Trucking  Assoc1«t1on,  Inc..  Mwricin  Trucking  Trends  -  1973 

Aeierlcen  Waterway  Operators,  Inc.,  Inlanij  waterbo^e  Coiiwerce  Statistics 
Association  of  American  Railroads,  Vearfaook  of  Railroad  Facts.  1974  edition 
and  Railroad  Transportation.  A  Statistical  Record  1921-1959.  Washington, 
December,  ^960 

Interstate  Commerce  Commission,  Intercity  Ton-HIles  1939-1959.  Washington. 
April  1961  ~ 

Transportation  Association  of  America,  Transportation  facts  and  Trends. 

Tenth  Edition,  Washington,  July  1973 
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Rails  hav’e  lowered  rates  on  even  these  commodities  in 
an  effort  to  prevent  further  erosion.  As  a  result,  total 
tonnage  originated  has  been  at  a  fairly  constant  level 
over  the  post-war  period,  but  constant  dollar  av'erage 
revenue  per  ton-mile  has  declined.  These  relationships 
are  shown  in  Figure  8.  To  re  emphasize,  declining  aver¬ 
age  revenue  per  ton-mile  is  due  both  to  changes  in  the 
mix  of  rail  traffic  and  to  deci-eases  in  rates  on  many 
bulk  commodities  kept  by  rail.* 


FIGURE  8 

U.  S.  CLASS  I  RAIL  CARRIERS 
TRENDS  OF  ORIGINATED  TONNAGE, 
MARKET  SHARE  AND  REVENUE  PER  TON-MILE 
IN  CONSTANT  DOLLARS* 

1945-1973 


SOURCE.  AAR,  FACTS  AND  FIGURES.  TAA 

TRANSPORTATION  FACTS  AND  TRENDS 

Economist  Ann  Friedlaender  offers  another  piece  of 
evidence  on  the  efficacy  of  intermodal  competition.  In 
The  Dilemma  of  Freight  Transport  Regulation^  Fried¬ 
laender  gives  examples  from  congressional  testimony  in 
which  rail  rates  were  55  percent  lower  in  the  presence  of 
water  competition  for  numerous  commodity  classes  than 
would  be  experienced  in  the  absence  of  competition. 
These  data  are  more  than  10  years  old,  but  the  point 
remains  valid.  One  extreme  example  involved  aluminum 
billets  from  Riverdale,  Iowa  to  points  in  Arkansas  (rail 
only.)  and  Texas  (rail  and  water).  Although  the  Texas 
destination  was  94  percent  farther  than  the  Arkansas 
destination,  the  water-competitive  rail  rate  was  only  40 
percent  as  large  as  the  noncompetitive  destination  rate. 


*  Between  1853  and  1966  rail  averaite  revenue  per  ton  mUe  deereai^ 

In  absolute  terms  (current  dollars).  Since  1966,  the  rate  level  has  In¬ 
creased  gradually  In  current  dollars  but  Is  hardly  changed  In  constant 
dollars.  For  example,  the  1973  average  was  29  percent  above  the  level 
prevailing  In  1966.  Even  more  striking,  the  1973  average  was  only 
12  percent  above  the  1958  level.  ’  r-  ’  i  'i 

•  Ann  F.  Frledlander,  The  Diiemma  of  Freight  Tmneport  Regulation, 
(The  Brookings  Institution,  1969). 


More  recent  evidence  of  the  influence  of  competition 
in  holding  down  the  level  of  rates  was  made  available  to 
a  USRA  consultant  by  the  U.S.  Army  Corps  of  Engi¬ 
neers,  which  is  conducting  an  analysis  of  the  extent  to 
which  waterway  operations  in  the  Southwest  have 
served  to  hold  down  rail  rate  levels.  Table  4  shows  rail 
rates  for  selected  iron  and  steel  commodities  in  1972  be¬ 
fore  and  after  the  opening  of  waterway  service  com¬ 
petitive  with  railroads.  Average  reductions  in  the  range 
of  15  to  20  percent  were  the  rule. 

Cost  Advantages:  Different  Modes  and  Markets 

Railroads  function  in  the  middle  of  a  spectrum  of 
transport  costs.  The  lower  end  of  the  spectrum  is  in¬ 
habited  by  pipelines  and  waterway  carriers.  These 
modes  are  capable  of  accommodating  shippers  with 
cost  structures  lower  than  the  rails  and  with  different, 
generally  slower,  service  characteristics  due  to  limited 
route  structure  and  commodity  capability.  At  the  higher 
end  of  the  spectrum  is  the  motor  carrier:  trucks  gener¬ 
ally  charge  rates  higher  than  rail  rates  but  offer  faster 
point -to-ix)int  si>eeds,  smaller  loadings,  some  improve¬ 
ment  in  shipment  loss  and  damage  and  route  flexibility. 

Alexander  Morton  has  shown  that  major  portions  of 
present  rail  traffic  are  susceptible  to  diversion  by  motor 
carriers.  Trucks  are  especially  strong  competitors  for 
manufactures.  Morton  concluded  that  {X)mpetition  be¬ 
tween  the  mod^  exists  across  a  broad  front  of  traffic. 
Either  mode  can  divert  substantial  amounts  of  manu¬ 
facturing  traffic  from  the  other.® 

•  Alexander  L.  Morton,  “Intermodal  Competition  for  the  Intercity 
Transport  of  Manufactures”  In  Lond  Economica.  Vol.  XLVIII,  No.  4 
(Nov.,  1972). 


FULL  DISTRIBUTION  COSTS 

Although  rail  transportation  offers  cost  advantages 
for  intermediate  and  long  hauls.,  it  has  fallen  short  in 
service  and  reliability.  Shippers  have  become  more  so¬ 
phisticated  with  respect  to  understanding  total  produc¬ 
tion  and  distribution  costs  and  as  a  result  are  willing  to 
pay  higher  transport  costs  of  motor  carriers  in  order  to 
achieve  overall  inventory  or  final  distribution  econo¬ 
mies..  In  addition  to  these  internal  production  cost 
relationships  are  the  broader  effects  of  changing  raw 
material  sources,  marketing  patterns  and  co^isumer 
demand.  Many  shippers  already  have  designed  their 
distribution  systems  so  that  higher-value.,  time-sensitive 
goods  will  move  by  truck.,  while  a  base  volume  of  lower- 
value  goods  continues  to  move  by  mil.  Accordingly.,  any 
programs  or  projects  which  could  improve  rail  serince 
and  reliability  will  make  roll  service  increasingly  at¬ 
tractive  to  shippers.'  ,  i*  '  ’  ‘ 
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Table  4. — Selected  railroad  rate  reductions  resulting  from  new  waterway  competition 


Commodity 

Origin-destination 

Rate  in  oenta/handredweight 

Beiore 

competition 

After 

compelMon 

Iron  rods . 

90 

72 

Stoel  bars...... . . 

05 

76 

8t«el  plate . 

97 

77 

Steel  sheets..... . 

148 

121 

Rough  iron  castings . 

189 

115 

Coiled  sheet  steel . 

106 

85 

Steel  plate . 

125 

108 

Hot  rolled  sheets . 

141 

118 

Colled  sheet  steel . 

148 

121 

Steel  sheets... . . . 

188 

110 

Coiled  sheet  steel . 

82 

67 

Steel  shapes,  unfinished . . 

48 

40 

Steel  sheets . . 

46 

•87 

Coil^  sheet  steeL . 

57 

45 

Steel  plate . 

91 

74 

67 

00 

Steel  beams.. . 

90 

70 

Steel  angles . . . . 

100 

88 

Steel  beams.. . 

58 

50 

Steel  plate . . . 

181 

152 

Steel  rods. . 

105 

101 

Colled  steel  sheet . 

105 

80 

Coiled  steel  sheet . 

141 

121 

Steel  bars. . . . . . 

128 

108 

Steel  rebar... . . . 

08 

01 

Steel  shapes.... . 

105 

70 

Redaction 
In  percent 


aao 

90.0 

20.6 

15.4 

17.8 
10.0 

17.6 

16.8 

15.4 

17.8 
1&8 

16.7 
10.6 
2L1 

18.7 

10.4 
15.6 
17.0 

18.8 
16.0 

8.8 

16.2 

14.2 

16.8 
10.8 
06.7 


Note.— Selected  commodities  are  a  representative  sample  of  many  railroad  com¬ 
modities  susceptible  to  intermodal  competition  from  barge  lines. 


Source:  Sample  made  available  to  USRA  consultant  Simat,  Hellieson  &  Eichner  in 
worksheet  form  by  U.S.  Army,  Corps  of  Engineers,  Southwestern  Division,  Dallas. 


Morton’s  study  found  motor  common  carrier  rates 
averaged  only  18  percent  more  than  rail  rates  on  ship¬ 
ments  of  manufactures  of  equal  weight  and  length  of 
haul;  such  shipments  accounted  for  30-35  percent  of 
highway  ton-miles.  The  study  concluded  that  about  40 
percent  of  manufacturing  tonnage  is  subject  to  effective 
intermodal  competition  between  regulated  motor  car¬ 
riers  and  railroads,  and  that  is  a  lower  boimd. 

A  study  by  the  Association  of  American  Railroads 
(AAR)  compared  truck  costs  with  a  sample  of  rail  rates 
for  certain  commodity  groups.  On  canned  goods  moving 
between  1,100  and  1,500  miles,  the  rail  rates  were  2.6  to 
2.7  cents  per  ton-mile  compared  to  a  private  truck  cost 
of  2.4  cents  per  ton-mile  with  a  25  percent  empty  back¬ 
haul.^  On  steel  moving  distances  of  900  to  1,050  miles, 
rail  rates  were  2.8  to  3.1  cents  per  ton-mile.  This  com¬ 
pares  with  the  cost  of  an  “owner/operator”  truck  of  2.3 
cents  with  a  25  percent  empty  backhaul  and  3.2  cents 
with  a  75  percent  empty  backhaul.  In  all  cases,  the  mo¬ 
tor  carrier  costs  would  have  been  still  lower  if  they  had 
been  computed  at  the  80,000  pound  minimum  weight 
limit  recently  authorized  by  Congress. 

Competitive  Advantages  and  Alternate  Modes 

This  section  describes  various  characteristics  of  the 
three  modes  most  competitive  with  rail :  trucking,  water 

r  Association  of  American  Railroads,  Seleetei  Stag  Studies  Group 
Ifemoranda.  Rail  rates  can  be  compared  with  private  track  costs  becaase 
shippers  large  enough  to  operate  private  truck  fleets  wlU  experience  this 
level  of  transport  expense,  whether  provided  Internally  by  track  or  pur¬ 
chased  from  rail  carriers. 


transport  and  pipelines.  Further  discussion  of  these 
characteristics  appears  in  Chapter  10.  Table  5  displays 
modal  market  shares  for  -14  key  commodities.  This  list 
excludes  pipelines,  which  specialize  and  predominate  in 
transport  of  petroleum  and  natural  gas  products. 

Trucking 

Operating  Characteristics. — Motor  carriers  can  be 
classified  on  many  bases,  among  them  the  three  operat¬ 
ing  characteristics — size,  service  area  and  service  tjrpe. 
Their  size  can  range  from  the  individual  owner/op¬ 
erator  to  the  large  well-known  interstate  common  car¬ 
riers.  Their  service  area  can  range  from  a  single  small 
municipality  to  all  of  the  United  States.  The  type  of 
service  can  range  from  special  commodity  haulers,  such 
as  cement  or  steel  carriers,  to  common  carriers  of  gen¬ 
eral  commodities. 

Regulation. — ^The  motor  carrier  industry  can  be  di¬ 
vided  further  on  the  basis  of  economic  regulation — 
exempt,  contract  and’  common  carriage.  Carriage  ex¬ 
empt  from  ICC  regulation  accounts  for  up  to  60  per¬ 
cent  of  the  ton-miles  moving  in  interstate  commerce. 
Exempt  carriers  are  not  constrained  by  rate  or  other 
economic  regulation  when  carrying  raw  agricultural 
commodities,  livestock,  fish,  newspapers,  goods  moving 
to  and  from  agricultural  cooperatives  and  certain  other 
miscellaneous  cargoes,  or  when  operating  within  a  single 
locality.  , 

Private  and  contract  carriage  also  do  not  fall  under 
ICC  regulation.  Private  carriage,  another  category  of 
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Table  5. — Domestic  intercity  freight  tonnage 


1970  Modal  market  share  (percent) 


Rail¬ 

roads 

Private 

and 

for-hire 

trucking 

Water 

Agriculture _ 

34.  8 

56.  6 

8.  3 

Iron  ore _ i _ 

52.  6 

7.  3 

39.  9 

Coal _ _ _ 

78.  0 

9.  1 

12.  9 

Food  and  drugs _ 

33.  4 

62.  8 

3.  6 

Textiles _ 

6.  7 

92.  4 

.  1 

Lumber _ 

46.  9 

18.  5 

34.  5 

Paper  products _ 

56.  6 

39.  1 

4  1 

Chemicals. _ _ _ 

43.  1 

44.  0 

12.  7 

Stone,  clay,  glass _ 

26.  0 

62.  3 

1.  6 

Iron  and  steel _ 

36.  6 

53.  1 

10.  1 

Nonferrous  metals _ 

45.  2 

'49.  3 

5.  3 

Fabricated  metals  products _ 

22.  9 

75.  8 

.  8 

Motor  vehicles _ 

32.  5 

65.  6 

1.  6 

Scrap _ _ 

82.  6 

5.  5 

12.  0 

Sooroe;  Trantportation  Projection*  1S70-SO,  U.S.  Department  of  Transportation, 
July  1971. 


exempt  motor  carriage,  involves  the  operation  of  a  truck 
fleet  by  firms  for  the  movement  of  their  own  raw  mate¬ 
rials  and  products.  Contract  carriers  operate  under  con¬ 
tract  to  one  or  more  persons  or  firms  to  supply  the  ex¬ 
clusive  use  of  vehicles  or  services  to  meet  the  purchaser’s 
particular  needs.  They  fulfill  many  of  the  same  func¬ 
tions  and  often  replace  private  carriage.  In  1970  almost 
half  of  all  intercity  freight  ton-miles  moved  by  non- 
regulated  for-hire  carriers  or  by  private  carriers  trans¬ 
porting  their  own  goods.  Of  a  total  U.S.  truck  fleet  of  21 
million  vehicles  in  1972,  the  combination  tractor-trailer 
units  were  the  most  competitive  with  railroads.  There 
are  about  one  million  of  these  units,  approximately  4.7 
percent  of  all  trucks,  and  more  than  half  are  in  private 
fleets. 

Common  carriers  engaged  in  interstate  or  foreign 
commerce  are  required  to  serv’e  all  shippers,  under  rules 
and  regulations  set  by  the  Interstate  Commerce  Com¬ 
mission.  The  ICC  grants  operating  rights  to  common 
carriers  which  may  specify  the  routes,  terminals  and 
commodities  allowed  to  each  carrier.  The  regulated  seg¬ 
ment  of  the  industry  handled  less  than  a  third  of  the 
ton-miles  of  intercity  truck  transport  in  1970. 

Exempt  and  irregular-route  common  contract  car¬ 
riers  typically  haul  full  truckload  traffic  while  regular- 
route  common  carriers  usually  handle  less  than 
truckload  (LTL)  traffic  as  well.  The  nonregulated  and 
private  carriers  provide  the  strongest  competition  for 
the  railroads. 

There  are  approximately  25,000  owner-operators  of 
trucks  which  haul  botli  exempt  and  regulated  commod¬ 
ities.  Nearly  half  these  operators  achieve  125,000  miles 
per  power  unit  per  year,  compared  with  regulated  car¬ 
riers  which  average  approximately  65,000  miles  per 


year.  Owner-operators  maintaining  no  terminals,  carry¬ 
ing  no  insurance  and  avoiding  other  services,  have  costs 
generally  below  those  of  large  motor  carrier  companies. 

Use  of  Public  Highways. — New  and  improved  high¬ 
ways  provide  shorter,  faster  routes  between  significant 
market  areas,  contributing, to  better  equipment  use  and 
lower  direct  operating  costs.  Urban  feeder  highways 
are  being  improved  along  with  the  Inter^ate  Highway 
program.  These  urban  feeder  changes  will  hold  down 
truckers’  pick  up  and  delivery  costs  even  more.  In  addi¬ 
tion,  dedicated  rights  of  way  for  trucks  and  buses  are 
a  distinct  possibility  in  the  future. 

The  cost  to  the  rail  industry  for  the  maintenance  of 
its  right  of  way  and  the  interest  charges  it  carries  to 
own  and  upgrade  that  right  of  way  have  more  than 
doubled  over  the  last  two  decades  and  may  double  again 
within  the  next  decade.  If  rail  traffic  volume  cannot  be 
increased  sharply,  rail  unit  costs  will  continue  to  rise 
rapidly,  and  the  rail  industry  will  become  even  less  com¬ 
petitive  for  traffic  which  can  be  accommodated  by 
trucks. 

Technical  Improvements. — The  rail  industry  will  be 
affected  competitively  by  other  changes  in  motor  car¬ 
rier  efficiency.  Teclmical  improvements  in  truck  engine 
performance,  streamlining  and  the  use  of  radial  tires 
will  result  in  lower  motor  carrier  operating  costs.  But 
most  important,  potential  legal  changes  which  would 
permit  higher  operating  weights  would  reduce  truck 
costs  and  weaken  the  competitive  position  of  the  rail 
industry  wherever  both  modes  can  handle  the  same 
products. 

Water  Carriers 

The  second  major  mode  which  competes  with  the 
railways  is  the  water  carrier,  which  moves  approxi- 
-mately  80  percent  of  its  tonnage  through  mid- America 
and  along  the  Gulf  intercoastal  system.  Federal  funds 
have  been  spent  for  the  direct  benefit  of  the  inland 
waterway  system,  including  several  billion  dollars  since 
the  turn  of  the  century.  Locks  and  dams  were  built, 
sharp  river  bends  minimized  and  channels  dredged.  In 
addition,  major  improvements,  expected  to  cost  several 
billion  dollars,  are  currently  under  way  within  the 
Region. 

Technological  improvements  such  as  improved  hull 
designs,  more  powerful  towboats  and  better  naviga¬ 
tional  aids  also  are  taking  place.  Operators  are  experi¬ 
menting  with  30  barge  tows  on  the  upper  Mississippi 
system.  On  the  Great  Lakes  system,  bigger  ships  are 
being  introduced,  and  the  navigation  season  is  being 
extended.  There  are  reasonable  prospects,  that  year- 
round  operation  will  be  possible  in  the  future. 

Barge  lines  and  railroads  compete  primarily  on  the 
basis  of  price.  Given  expected  improvements  in  lock  size 
and  channel  depth  as  a  result  of  direct  federal  expendi- 
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tures  and  the  expected  growth  of  tow  sizes,  water  car¬ 
rier  costs  may  be  reduced  by  up  to  25  percent.®  Due  in 
part  to  this  form  of  federal  support,  it  is  significantly 
less  costly  to  ship  by  water  if  shipments  are  in  very 
large  volumes  and  between  points  on  or  very  close  to 
the  waterways.  , 

Diversion  of  freight  from  rail  to  water  is  a  response 
to  changes  in  rates,  and  the  potential  for  greater  di¬ 
version  has  required  lower  water-competitive  rates  to 
retain  certain  rail  movements.  The  financial  condition 
of  rail  carriers  in  the  Region,  therefore,  is  affected  by 
the  generally  low  level  of  their  own  water-competitive 
rates  and  further  competitive  pressures  seem  certain. 

Furthermore,  declining  barge  transportation  costs 
induce  industry  to  relocate  along  the  waterways  and 
away  from  railroads.  This  has  been  particularly  true  of 
large  manufacturing  plants  such  as  chemical  and  sugar 
refineries  which  are  bulk  shippers  well  served  by  water 
carriers. 

Pipelines 

The  pipeline  mode,  ideally  suited  to  moving  large 
volumes  of  liquid  or  gas,  has  exhibited  rapid  growth. 
Today  there  are  220,000  miles  of  oil  pipelines  and  250,- 
000  miles  of  gas  pipelines  in  the  United  States. 

Although  there  are  no  slurry  pipelines  at  present 
within  the  Region,  interest  has  been  shown  in  trans¬ 
porting  solids,  particularly  coal,  by  this  mode.  Large 
deposits  of  coal,  combined  with  adequate  water  supply 
suggests  that  this  mode  may  increase  in  importance 
as  a  competitive  force.  Pipeline  advantages  are  minimal 
environmental  impact,  reduced  energy  requirements, 
low  unit  operating  expenses  and  high  reliability. 

Regulation 

Many  economists  and  others  believe  ICC  regulation 
has  inhibited  the  railroads  from  adjusting  their  rates  to 
reflect  cost  or  service  advantages  and  thus  hindered 
their  ability  to  compete  effectively  with  the  other  modes 
of  transportation.  Recent  proposed  legislation  would 
allow  railroads  to  lower  their  rates  so  long  as  variable 
costs  are  covered.  In  years  past,  the  ICC  has  at  times 
protected  water  and  motor  carriers  through  “umbrella” 
rate  making  and  has  refused  to  allow  railroads  to  take 
advantage  of  lower  variable  unit  costs  by  reducing 
rates,  even  when  long  term  variable  costs  indicated 
that  rail  was  the  more  efficient  mode. 

As  mentioned  above,  common  carriers  operate  under 
a  mandate  to  maintain  proper  standards  of  service 
(price,  quality,  frequency,  etc.)  while  the  franchises 
(i.e.,  restrictions  on  further  entry)  are  supposed  to  help 
assure  adequate  profits  and  industry  stability.  Regula¬ 
tion,  affecting  as  it  does  price  and  service  competition 
between  railroads  and  other  modes  of  transportation, 

*Freiffht  Trantportation:  Future  Modal  Oompetitiveneee,  a  atndy 
performed  for  ITSRA  by  Reeble  Asaociatea. 


often  is  thought  to  thwart  realization  of  the  brood  goals 
of  common  carriage — ^thus  continuing  misallocation  of 
transport  resources. 

The  ICC’s  early  disinclination  to  approve  railroad 
rate  cutting  efforts  aimed  at  winning  traffic  back  from 
the  trucks  has  contributed  to  the  present  financial  pli^t 
of  the  railroads.  It  then  was  believed  that  the  trucks 
probably  would  match  the  railroads’  rate  reductions 
and  continue  to  compete  with  the  rails  at  the  reduced 
rate  levels  by  cutting  back  services  or  forcing  rate  in¬ 
creases  to  smaller  shippers  and  areas  of  lesser  traffic 
volume.  If  the  trucks  successfully  lowered  their  rates 
to  meet  rail  rate  reductions,  the  rails  would  have  lost 
revenue  on  this  competitive  traffic,  and  might  try  to 
compensate  by  increasing  rates  on  routes  not  subject  to 
competition.  “As  a  result,  the  Commission  often  found 
such  proposed  rate  changes,  either  truck  or  rail,  to  be 
destructively  competitive  and  in  violation  of  national' 
policy.”  * 

Common  carriage  has  declined  during  the  post-war 
years,  led  by  the  decline  in  railroads — the  principal 
totally  regulated  surface  mode.“  At  the  same  time,  the 
combination  of  advantages  inherent  in  trucking  and 
frequently  restrictive  conditions  on  motor  common  car¬ 
riers  (routes,  commodities  and  backhaul  operations)  has 
contributed  to  the  rapid  growth  of  private,  contract  and 
exempt  motor  carriage  markets.  As  a  result,  the  regu¬ 
lated  motor  carrier  ^are  of  the  trucking  market  has  de¬ 
clined  relative  to  private  and  contract  truckers  and 
motor  carriage  of  exempt  commodities. 

Moreover,  regulation  has  tended  to  aggravate  the  mis¬ 
allocation  of  transportation  resources.  Exempt  and  pri¬ 
vate  truckers  are  free  from  economic  regulation,  but 
they  are  not  allowed  to  carry  payloads  of  regulated  com¬ 
modities  when  returning  from  their  destinations.  Com¬ 
mon  carriers  may  be  hampered  by  restrictions  limiting 
what  they  can  handle  and  similarly  may  experience 
empty  backhauls.  These  factors  have  increased  highway 
congestion  and  energy  use. 

Conclusion 

There  is  a  delicate  balance  between  the  perceived  cost 
of  transport  service  provided  by  rail  and  by  competi¬ 
tive  modes.  This  balance  shifts  with  the  type  of  com¬ 
modities  transported,  length  of  haul  and  the  climate 
created  by  public  policy.  Intermodal  competition  is  an 
adequate  substitute  for  rail-rail  competition  in  many 
markets.  As  transport  technologies  and  public  policies 
change,  the  number  and  character  of  markets  competi¬ 
tive  between  rail  carriers  and  other  modes  also  changes. 
In  general  the  trucking  mode  is  becoming  competitive 

•Robert  A.  Nelson  and  William  R.  Orelner.  “The  Relerance  of  the 
Common  Carrier  Under  Modem  Rconomlc  Conditions,"  In  Tmtuportor 
ttou  Boonomlce  (National  Burean  of  Economic  Research,  1966),  p.  869. 

“  The  ASTRO  Report  noted  that  “an  estimated  75  percent  of  today’s 
rail  traffic  coold  more  without  such  regnlatlon  on  at  least  one  other 
mode.” 
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with  rail  for  more  and  more  types  ot  shipments.  If 
this  trend  cmitinues,  there  will  be  less  need  for  rail-rail 
competition  as  a  guarantor  against  monopolistic  abu^ 
because  trucking  alternatives  will  be  readily  available. 
Increasing  intermodal  ccwnpetition  also  hurts  railroads’ 
financial  conditimi,  leaving  the  rail  industry  less  able 
to  suggest  multiple  carrier  service  between  any  two 
market  areas,  at  the  same  time  that  the  need  for  rail-rail 
competition  has  diminished. 

Intermodal  competition  may  not  be  capable  of  pro¬ 
ducing  some  of  the  benefits  associated  with  rail-rail 
competition,  as  discussed  in  the  first  section  of  this 
chapter.  Those  benefits  probably  can  be  derived  fnHn 
indirect  rail-rail  competition,  however,  as  well  as  from 
direct  competition.  If  that  is  the  case,  as  it  probably  is, 
the  steadily  advancing  efficacy  of  intermodal  competi¬ 
tion  will  reduce  the  benefits  of  having  multiple  rail¬ 


roads  exist  in  the  same  markets.  These  developments 
will  strengthen  the  tentative  ccmclusion  that  indirect 
rail-rail  competition  fulfills  the  Act’s  competitive  man¬ 
date  in  most  markets. 

Much  of  the  high  rated  traffic,  the  “cream”  that  the 
trucks  and  the  rails  have  squabbled  about,  has  been 
skimmed  from  the  common  carrier  system  altogether. 
The  ICC  must  attempt  to  balance  the  competing  inter¬ 
ests  of  various  regulated  modes  while  recognizing  the 
increasing  competitive  pressure  from  unregulated  car¬ 
riage,  an  effort  which  offers  no  hope  for  an  easy 
solution.  If  such  a  balance  cannot  be  achieved,  with 
respect  to  both  market  access  and  rate  levels,  the  ulti¬ 
mate  responsibility  for  supporting  the  common  carrier 
system  will  shift  from  the  private  consumer  to  the  pub¬ 
lic  taxpayer,  and  control  of  that  system  will  shift  from 
private  enterprise  to  government. 
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9 _ 

Marketing  Rail  Freight  Service 


Over  the  last  60  years,  the  competitive  posture  of  the  railroad  industry 
has  been  dedining,  particularly  in  the  Northeast  and  Midwest  Region. 
ConRail,  as  a  future  participant  in  this  market,  must  be  able  to  reclaim 
lost  revenues  if  it  hopes  to  achieve  financial  self-sufficiency.  The  long¬ 
term  growth  prospects  for  the  rail  industry  look  moderately  favorable.  It 
is  essential,  however,  for  ConRail  to  build  on  its  strengths,  develop  new 
markets  and  prepare  to  compete  urith  aUemative  modes. 

This  chapter  analyzes  the  existing  and  projected  transportation 
market  for  the  Region  to  be  served  by  ConRail  and  details  opportu¬ 
nities  for  service  improvement  and  revemie  expansion. 

The  Association  believes  significant  gains  can  be  made  in  both  the 
long  and  short  term  by  adopting  an  aggressive  and  reasoned  rail  marketing 
strategy.  Such  a  program  is  crucial  to  ConRaiVs  future.  This  chapter 
discusses  those  strategies,  induding  particular  reference  to  improved 
intermodal  coordination  of  services — a  topic  presented  in  detail  in 
-Appendix  F. 
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The  goal  of  all  private  corporations  is  to  earn  a  profit 
sufficient  to  replace  the  assets  consumed  in  production 
and  expand  the  business  in  response  to  new  market 
demands.  Revenue  generation,  of  course,  is  a  key  com¬ 
ponent  of  profitability.  The  Association,  after  a  tSior- 
ough  review  of  the  Northeast  transportation  market, 
has  concluded  that  significant  opportunities  are  avail¬ 
able  for  improving  the  freight  revenue  of  the  six  car¬ 
riers  who  are  potential  members  of  ConRail.^  Freight 
revenue  of  $2,353  million  in  1985  is  forecasted  for  these 
six  roads.  This  is  an  increase  of  $454  million  or  24  per¬ 
cent  over  1973.  During  this  same  period  tonnage  is  ex¬ 
pected  to  increase  from  352.2  to  416.79  million  tons,  an 
increase  of  18  percent.  This  results  in  an  annual  growth 
rate  of  1.41  percent. 

The  revenue  growth  projected  for  these  carriers  is 
not  constant  between  1973  and  1985.  Revenue  in  1975 
and  1976  is  expected  to  be  4.3  percent  and  1.8  percent 
lower  than  1973  because  of  the  present  downturn  in 
the  economy  and  the  expected  slow  recovery. 

The  IcMig-term  growth  predicted  by  the  Association 
reflects  a  belief  that  the  upward  trend  in  rail  revenue 
and  tonnage  which  began  in  1972  can  be  maintained 
through  the  1980’s.  Between  1955  and  1971  Eastern 
District  rail-originated  tonnage  with  some  exceptions, 
evidenced  a  fairly  steady  decline.  In  1972,  this  trend  was 
reversed  and  tonnage  began  a  slow  upward  climb.  Ex¬ 
cepting  major  fluctuations  in  the  ecwKMny,  the  Associa¬ 
tion  believes  this  upward  trend  will  continue  in  the 
future  for  several  reasons : 

•  Normal  economic  growth  of  the  Region. 

•  Aggressive  marketing  programs. 

•  Improved  service. 

•  Projected  price  adjustment. 

•  Diversion  of  traffic  to  more  profitable  routes. 

y 

The  longterm  economic  growth  of  the  Region,  partic¬ 
ularly  for  rail-oriented  commodities,  is  encouraging.  Be¬ 
cause  of  the  current  energy  shortage  and  the  proposed 
relaxation  of  air  pollution  regulations,  national  pro¬ 
duction  of  coal  is  predicted  to  increase  33.1  percent  be¬ 
tween  1973  and  1980  and  31  percent  between  1980  and 
1985  whereas  over  the  previous  eight  years  coal  produc¬ 
tion  only  increased  7.4  percent.  Coal  accounts  for  over 
50  percent  of  the  expected  growth  in  ConRail  tonnage. 

The  tonnage  increase  in  commodities  other  than  coal 
will  have  a  emnpound  annual  growth  rate  of  .99  percent. 
This  c<Mnpares  with  an  annual  growth  rate  of  approxi¬ 
mately  .85  percent  for  the  previous  five  years.  The 
major  components  of  the  increase  are  primary  metals, 
automobiles,  chemicals,  paper  products,  food  and 
TOFC  traffic. 


I  The  Brie-Lackawanna  has  not  been  Included  In  this  forecaat.  All 
revenue  flares  are  in  constant  1973  dollars.  Tonnage  figures  contain 
some  “double  counts"  of  traflic  moving  between  the  six  raUroads. 


The  Association  has  made  a  thorough  review  of  the 
marketing  programs  of  the  six  carriers.  This  review  in¬ 
dicates  that  vigorous  application  of  the  present  rail 
marketing  strategies  can  sustain  the  projected  traffic 
growth.  These  strategies  include  the  increased  use  of 
unit  and  mini-trains,  the  expansion  of  bulk  distribution 
facilities  such  as  Penn  Central’s  “Flexi-flo”  terminals 
and  the  continued  development  of  piggyback  traffic. 
Application  of  these  strategies  along  with  the  service 
improvements  made  possible  by  the  rehabilitation  pro¬ 
gram  discussed  in  Chapter  6  will  be  significant  factors 
in  traffic  development. 

Revenue  growth  will  also  be  improved  through  the 
$64.4  million  in  short-term  rate  increases  that  the  Asso¬ 
ciation  has  recommended.  These  increases  are  necessary 
to  bring  non-compensatory  traffic  up  to  a  “break-even” 
basis.  For  the  longer  term,  a  thorough  review  of  the 
rail  price  system  to  put  it  on  a  more  realistic  cost  and 
competitive  foundation  will  undoubtedly  improve 
future  profitability. 

Additional  revenue  will  also  be  generated  through 
the  diversion  of  traffic  to  the  most  profitable  long-haul 
routes.  For  the  Three  Carrier  System  structure  recom¬ 
mended  in  the  report,  it  is  estimated  that  ConRail  will 
gain  an  additional  $32.8  million  annually  from  diver¬ 
sion  of  traffic  to  the  higher  revenue  routes. 

In  sum,  the  forecasted  increases  in  revenue  and  ton¬ 
nage  can  be  achieved  if  the  major  strengths  of  the  rail¬ 
road  are  fully  exploited,  primarily  its  ability  to  provide 
low  cost  transportation  over  intermediate  and  long  dis¬ 
tances.  The  railroads  have  been  particularly  successful 
in  exploiting  this  strength  for  the  movement  of 
bulk  materials,  such  as  coal,  grain,  iron  ore,  sand  and 
gravel,  pulp  and  paper  products  and  lumber.  The  fact 
that  railroads  have  over  56  percent  of  the  market  for 
motor  vehicles  and  parts  indicates  that  they  can  also 
compete  effectively  for  time-sensitive  commodities  when 
they  move  in  large  volumes.  The  ConRail  carriers  must 
compete  vigorously  only  in  those  markets  where  they 
have  a  price-service  advantage. 

The  Regional  Transportation  Market 

The  Midwest  and  Northeast  Region  occupies  little 
more  than  one-seventh  of  the  continental  United  States 
but  accounted  for  over  half  of  U.S.  economic  activity  in 
1970.  This  is  due  to  the  Region’s  high  degree  of  special¬ 
ization,  manufacturing  and  the  availability  of  a  full 
range  of  services.  In  support  of  this  activity,  about  4.95 
billion  tons  of  freight  movements  originated  in  the  Re¬ 
gion,  representing  44  percent  of  total  domestic  freight 
in  the  United  States.  Freight  tonnage  terminating  in 
the  Region  is  slightly  higher  because  of  the  character  of 
the  Region’s  primary  economic  activity — ^transforming 
raw  materials  and  farm  or  mining  products  into  proc¬ 
essed  goods  to  be  sent  throughout  the  nation  and  the 
world. 
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Table  1  summarizes  1973  traffic  data  for  the  rail¬ 
roads  which  are  candidates  for  reorganization  under  the 
Regional  Rail  Reorganization  Act  of  1973.  (The  Erie 
Ijacka wanna  has  not  been  included.)  These  carriers 
handled  6.9  million  cars  with  over  350  million  tons  in 
1973.  This  traffic  produced  freight  revenues  of  approxi¬ 
mately  $2  billion.  Coal  is  the  dominant  commodity,  ac¬ 
counting  for  27  percent  of  the  tonnage  and  12  percent 
of  the  revenue.  The  other  major  commodities  are  trans¬ 
portation  equipment  (12.8  percent  of  revenue),  food 
(10.5  percent),  primary  metal  products  (9.1  percent) 
and  chemicals  (8.0  percent). 

The  Penn  Central  Tramportation  Company  is  by  far 
the  largest  potential  member  of  the  ConRail  System,  ac¬ 
counting  for  more  than  90  percent  of  the  revenue  and 
tonnage.  The  Penn  Central  serves  over  100,000  separate 
customers.  However,  the  largest  125  firms  furnish  ap¬ 
proximately  60  percent  of  its  freight  revenue.  During 
1973,  the  Penn  Central  had  294  customer  accounts  with 
gross  freight  revenues  exceeding  $1  million  annually. 
Thus,  although  the  Penn  Central  serves  an  extremely 
large  number  of  industries,  a  very  small  percentage  of 
these  firms  generate  the  majority  of  Penn  Central’s 
revenue. 


Penn  Central  is  one  of  the  largest  coal-originating  rad 
carriers  in  the  United  States.  Coal  accounts  for  approxi¬ 
mately  29  percent  of  PC  tonnage  and  12  percent  of  its 
revenue.  In  1973,  38  electric  utdity  plants  depended  on 
delivery  by  Penn  Central  for  a  portion  of  their  coal  sup¬ 
ply  and  21  of  these  plants  were  served  solely  by  the 
Penn  Central.  The  next  two  largest  commodities  in  its 
traffic  base  are  metals  (including  scrap),  which  are  14 
percent  of  both  tonnage  and  revenues,  and  ores,  which 
are  nine  percent  of  tonnage  and  four  percent  of  revenue. 
Automobiles  and  auto  parts  are  also  very  significant  in 
the  Penn  Central  traffic  mix  since  they  constitute  17  per¬ 
cent  of  revenues.  Penn  Central  serves  20  of  the  51  auto¬ 
mobile  assembly  plants  in  the  United  States. 

Only  one-third  of  Penn  Central’s  traffic  originates 
and  terminates  on-line;  almost  two-thirds  is  interline 
with  35  percent  originating  and  23  percent  terminating 
on  anqther  carrier.  Ten  percent  both  originates  and 
terminates  on  other  carriers  (bridge  traffic). 

The  Reading  Company  serves  a  much  smaller  terri¬ 
tory  than  the  Penn  Central.  Approximately  65  percent 
of  its  traffic  is  received  from  connections.  Reading’s  on¬ 
line  traffic  base  is  derived  from  the  steel  industry.  Two 
steel  mills  provided  22  percent  of  carloads  handled  and 


Tabu:  1. — 191S  annual  commodity  9tati9tic8  of  the  potential  ConRail  members 


Commodity 

STCC 

Carloads 

Percent 

Tonnage 

Percent 

Revenue 

Percent 

Farm  products . 

01 

228,005 

3.2 

12,405,587 

8.6 

186692,818 

A3 

Forest  products . 

06 

5,568 

218,986 

.06 

2,297,418 

.11 

Fresh  fish  and  other  marine  products . 

00 

716 

26,842 

.01 

186866 

.01 

Metallic  ores . 

10 

418,409 

5.9 

88,851,888 

9.6 

91,816351 

A6 

-  11 

1,206,161 

17.4 

95,567,748 

27.1 

246802,028 

162 

Crude  petroleum,  natural  gas,  and  gasoline . 

18 

820 

28,772 

.01 

121,042 

.01 

Nonmetallic  minerals . 

14 

272,485 

8.9 

20,7n,810 

5.9 

56662,987 

68 

Ordnance  and  accessories . 

10 

4,892 

'M) 

218,467 

.06 

6006,048 

.15 

Food . 

20 

627,794 

9.1 

25,621,499 

7.8 

216567,048 

165 

Tobacco  products . 

21 

6,196 

181,359 

.06 

6406787 

.12 

Basic  textiles . 

22 

24,800 

.8 

400,024 

.12 

5,756686 

.29 

Finished  textile  products . 

28 

9,482 

.1 

219,105 

.06 

6720,088 

.14 

Lumber  and  wood  (except  furniture) . 

24 

281,849 

3.8 

9,178,836 

2.6 

66586388 

68 

Furniture  and  fixtures . 

25 

94,560 

1.4 

807,716 

.23 

16526301 

.83 

Pulp,  paper . 

26 

588,714 

7.8 

21,092,805 

60 

121,570,905 

61 

Printed  matter . 

27 

5,596 

2.0 

158,551 

.05 

6256674 

.11 

Chemicals . 

28 

867,115 

5.8 

22,409,926 

64 

159,256831 

8.0 

Petro  and  coal  products.. . 

29 

244,421 

3.5 

12.579,506 

8.6 

66416976 

63 

Rubber  and  miscellaneous  plastics  products . 

80 

97,340 

1.4 

1,578,145 

.45 

24,681,555 

1.2 

Leather.. . 

81 

1,470 

2.0 

22,823 

.01 

346382 

.02 

Stone,  clay,  glass . 

82 

813,245 

4.5 

16,946,184 

4.8 

81,046259 

A1 

Primary  metal  products . 

88 

487,347 

6.3 

28,641,640 

61 

186746067 

9.1 

Fabricated  metal  (excluding  machinery,  transportation) . 

84 

181,870 

1.9 

4,717,880 

1.8 

38,710,005 

60 

Machinery  (excluding  electrical) . 

35 

46,590 

a7 

1,042,433 

.8 

16006622 

.95 

Electrical  machinery . 

86 

115,800 

1.7 

1,696,505 

.48 

89,016684 

2.0 

Transportation  equipment . 

87 

618,062 

8.8 

14,243,734 

4.1 

255,401,544 

12.8 

Instruments,  watches,  clocks . 

38 

1,937 

2.0 

85,387 

.01 

792,206 

.04 

Miscellaneous  products  of  manufacturing . 

39 

24,249 

a4 

820,074 

.09 

7,246518 

.36 

Waste  and  scrap  materials . 

40 

842,342 

4.9 

17,521,807 

60 

86001,950 

A2 

Miscellaneous  freight  shipments . 

41 

14,878 

a2 

248,910 

.07 

6726090 

.19 

Empty  containers . 

42 

17,508 

a2 

267,732 

.06 

6296028 

.16 

Freight  forwarder  traffic . 

44 

81,959 

1.2 

1,244,422 

.35 

24,569,639 

1.2 

Shipper  association  traffic . 

45 

189.952 

2.0 

2,847,978 

.67 

35,214,248 

L8 

Miscellaneous  mixed  shipments... . 

46 

269,940 

3.9 

5,877.768 

L5 

66459,105 

61 

47 

82,455 

.01 

846200 

.04 

Total . 

6,928,085 

100.0 

852,109,514 

KWiO 

1,999,366441 

1060 

Source:  1978  Annual  Commodity  StaUsUcs  furnished  the  ICC  by  the  PC,  RDO,  LV,  CNJ  and  AA.  The  L&HR  is  not  included  because  it  is  a  Class  II  carrier  and  is  not 
required  to  file  this  report  with  the  ICC. 
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three  of  the  company’s  top  10  customers  are  steel  pro* 
ducers.  In  addition  to  steel,  Reading’s  principal  com¬ 
modities  are  coal,  ore  and  chemicals.  Together,  these 
commodities  represent  60  percent  of  tonnage  and  50  per¬ 
cent  of  total  revenue. 

The  Lehigh  Valley  is  a  longer-haul  mainline  carrier 
connecting  two  major  markets — metropolitan  New 
York/New  Jersey  and  the  Buffalo/Niagara  Falls  area. 
Seventy-five  percent  of  the  LV’s  traffic  is  interline.  Its 
major  on-line  sources  include  anthracite  coal  mines, 
limestone  quarries,  steel  mills,  cement  producers,  some 
food  plants  and  one  large  volume  paper  manufacturer. 
In  tonnage,  the  primary  commodities  are  coal,  ore, 
metals,  paper  and  food.  Combined,  they  constitute  60 
percent  of  total  tonnage  and  55  percent  of  total  revenue. 

The  Central  Railroad  of  New  Jersey  is  essentially  a 
terminal  carrier  with  a  traffic  base  that  is  highly  de¬ 
pendent  upon  its  rail  and  water  connections.  The  most 
important  traffic-generating  sources  are  sand  from 
southern  New  Jersey,  used  for  both  construction  and  in¬ 
dustrial  purposes,  and  rock  from  northern  New  Jersey. 
Its  principal  assets  are  the  large  population  centers  it 
serves,  the  major  port  facility  located  at  Port  Newark, 
and  the  highly  developed  chemical  industry  located  in 
north  central  New  Jersey.  Major  commodities  trans¬ 
ported  by  this  carrier  are  sand,  gravel  and  chemicals 
which  combined  account  for  40  percent  of  its  revenue. 

Freight  Revenue  Forecast 

A  revenue  and  tonnage  forecast  is  an  essential  ele¬ 
ment  in  railroad  planning  and  budgeting.  It  is  also  the 
basis  upon  which  profitable  operating  and  marketing 
strategies  are  designed.  Any  forecast  is  also,  of  course, 
the  best  estimate  at  a  particular  time  of  what  will  hap¬ 
pen  in  the  future.  At  the  time  this  forecast  was  prepared 
the  economy  was  undergoing  constant  and  dramatic 
change.  Recently  automobile  and  steel  production  have 
fallen  sharply  and  housing  starts  are  below  normal.  The 


energy  crisis  and  inflation  continue  to  be  problems  and 
the  public  policy  towards  these  areas  is  n(^  yet  clear. 
Because  of  these  factors,  the  forecast  discussed  below 
should  be  viewed  as  preliminary.  It  will  be  modified 
as  changes  in  the  economy  become  more  evident  and 
public  policy  becomes  more  clearly  defined. 

Tables  2  and  3  contain  the  revenue  and  tonnage  fore¬ 
cast  for  the  six  ConRail  carriers  for  1976  to  1985.  The 
revenue  is  shown  in  constant  1973  dollars.  The  most 
important  conclusions  of  this  forecast  are: 

•  Freight  tonnage  is  expected  to  increase  from  352.2 
million  tons  in  1973  to  416.8  million  tons  in  1985,  an 
increase  of  18  percent.  The  compound  annual  growth 
rate  is  1.41  percent. 

•  Coal  tonnage  accounts  for  over  50  percent  of  the 
growth. 

•  Commodities  other  than  coal  will  have  a  compound 
annual  growth  rate  of  .99  percent.  This  compares  with 
an  annual  growth  rate  of  .85  percent  for  the  previous 
five  years. 

•  Freight  revenue  (in  millions  of  1973  dollars)  is  ex¬ 
pected  to  increase  from  $1,893  in  1973  to  $2,353  in  1985, 
an  increase  of  24  percent. 

•  Trailer-on-flat  car  (TOFC)  revenue  is  expected  to 
increase  $126  million  from  1973  to  1985 ;  coal  revenue  is 
expected  to  increase  $88  million  in  this  period. 

•  Tonnage  growth  accounts  for  $339.6  million  of  the 
additional  revenue.  Rate  increases  provide  $64.4  million 
and  traffic  diversion  accounts  for  $50  million.  (This 
assumes  all  six  carriers  are  combined  into  one  company.) 

The  forecast  shown  in  Tables  2  and  3  is  a  modification 
of  a  forecast  prepared  for  the  Association  by  Temple, 
Barker  &  Sloane  *  (TBS).  TBS  projected  national  pro¬ 
duction  for  13  major  commodity  groups  and  TOFC 

•  Temple,  Barker  &  Sloane,  Forrcaat  of  Traffic  and  Revenuet  197 1- 
1980  and  1985,  Oct.,  1974,  USRA  Contract  No.  50000. 


Table  2. — USRA  forecast  of  ConRail  revenue  197S-85  {millions  of  1973  dollars) 


8TCC  and  commodities 

1973 

actual* 

1974 

1975 

1976 

1977 

1978 

j 

1979 

1980 

1981 

1982 

Bl 

1984 

1965 

01 

Farm  innducts . 

80  68 

76.77 

75.65 

86.41 

9022 

92.02 

93.76 

95.04 

96.89 

97.56 

96.81 

99.95 

10 

Metallic  ores . 

86.39 

82.98 

Bil 

81.76 

88.44 

89.26 

89.53 

89.58 

89.53 

89.58 

89.35 

80.26 

89.26 

11 

Coal . 

228.08 

226.64 

282.02 

242.86 

262.74 

270.15 

279.16 

286.67 

294.88 

802.29 

310  43 

318.68 

14 

Nonmetallic  minerals . 

53.10 

5011 

49.69 

51.67 

5182 

55.78 

55.95 

55.92 

56.35 

56.78 

57.10 

57.47 

57.92 

20 

Food  products . 

198.56 

208.09 

198.81 

202.68 

209.09 

211.43 

218.69 

215.87 

218.08 

220  80 

222.10 

22120 

226.58 

24 

Lumber . 

64.26 

57.98 

57.98 

62.55 

7019 

71.72 

72.89 

7135 

75.25 

76.21 

77.09 

77.97 

78.98 

26 

Pulp  paper . 

114.93 

114.78 

114.45 

118.45 

130.50 

182.64 

133.98 

135.00 

186.02 

186.04 

187.81 

188.60 

139.71 

28 

Cbmnleals . 

151.46 

151.50 

151.43 

156.09 

161. 12 

16128 

166.89 

168.06 

169.74 

171.48 

172.79 

17136 

176.09 

S2 

Stone,  clay  and  glass . 

77.85 

72.47 

74.15 

76.41 

79.97 

80.63 

79.95 

79.08 

80.11 

81.23 

82.19 

83.27 

8168 

3S 

Primary  metal . 

172.60 

161.77 

164.67 

170  87 

181.65 

18165 

186.54 

187.79 

189.10 

190  48 

191. 41 

192.58 

108.01 

S7 

Transportation  equipment . 

243.21 

201.38 

210.90 

228.22 

261.19 

266.23 

269.68 

272.82 

27196 

277.77 

279.25 

282.87 

285. 19 

40 

Waste . 

■  73.88 

68.67 

7013 

73.48 

88.21 

89.76 

90  79 

91.62 

92.45 

93.27 

98.98 

04.67 

95.55 

Coke . . ' 

28.67 

26.85 

27.06 

27.62 

80.11 

30.61 

80.92 

31.18 

81.86 

81.58 

81.73 

81.91 

82.18 

Other  TOFC . 

152.40 

157.06 

160 14 

148.27 

167.76 

181.29 

195.87 

206.62 

218.75 

233.01 

247.47 

262.45 

278.66 

Other  non-TOFC . 

164.69 

159.74 

159.65 

16141 

179.80 

183. 17 

185.55 

187.39 

189. 13 

191. 05 , 

192.51 

194.15 

196.06 

Total . 

1,892.99 

1,813. 18 

1,817.52 

1,86165 

2,081.61 

2,09141 

2, 188. 90 

2,167.55 

2,202.49 

2,239.45 

2,27158 

2,812.54 

2,853.20 

Total  leas  coal . 

1,662.18 

1,585.10 

1,59088 

1,632.63  i 

1,789.25 

1,831.67 

1,868.75 

1,888.89 

1,915.82 

1,915.07 

1,972.29 

2,002.11 

2,034.52 

1  Annual  commodity  atatiatica  revenue  adjuated  to  remove  abaorbed  awltchlng  paymenta  and  other  mlacellaneoua  revenuea.  The  EL  la  not 
Included  in  tbia  forecaat. 
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Table  3. — VSR  A  forecast  of  OonRail  tonnage,  1973-85  (millions  of  tons) 


STCC  and  commodities 

1978 

actual 

1974 

1975 

1976 

1977 

1978 

1970 

1980 

1981 

1082 

1988 

1984 

1965 

01 

Farm  products . 

12.4 

11.80 

ia85 

1L49 

11.64 

12.10 

12.38 

1X50 

1X78 

1X96 

1X18 

1X88 

1X55 

10 

Metallic  ores. . 

88.8 

82.45 

8L77 

81.77 

aaso 

8X80 

3X80 

38.80 

8X80 

3X80 

8X80 

3X80 

11 

Coal . 

96.7 

94.45 

98.85 

9a  06 

00.47 

107.01 

11X08 

114.71 

117.82 

121.01 

124.29 

127.66 

181.06 

14 

Nonmetallic  minerals. . . 

2a6 

19.81 

19.15 

19.81 

2X68 

2X80 

2X80 

2X79 

2X95 

21.11 

2L27 

21.48 

21.60 

20 

Food  products . 

2S.5 

26.09 

2a  54 

2a  00 

2a  14 

2X10 

2X39 

2X66 

2X93 

27.21 

27.49 

27.78 

2X07 

24 

Lumber . 

9.0 

8.12 

ai2 

aTo 

0.48 

XOO 

9.78 

9.86 

0.96 

1X11 

1X25 

10.88 

10.51 

26 

Pulp  paper . 

21.0 

9a  96 

20.91 

21.29 

21.68 

21.86 

22.08 

2X21 

2X39 

2X57 

2X75 

2X98 

2X11 

28 

Chemicals . 

22.5 

22.50 

22.40 

2a  06 

28.41 

2X65 

2X88 

24.12 

24.36 

24.61 

24.85 

25.10 

2X85 

S2 

Stone,  clay  and  glass . 

17.1 

laoi 

ia38 

ia79 

17.24 

17.18 

1X04 

1X70 

1X08 

17.17 

17.41 

17.66 

17.95 

SS 

Primary  metaL . 

28.5 

2a  09 

27.17 

27.04 

20.80 

29.51 

29.72 

29.92 

80.13 

80.84 

80.56 

8X77 

8X99 

87 

14.8 

1L84 

1Z40 

1X26 

14.88 

iao8 

15.18 

15.38 

M%  fU 

40 

Waste . 

15.7 

14.59 

14.00 

15.58 

ia84 

1X51 

1X67 

1X84 

17.01 

17.18 

17.85 

17.52 

17.70 

Coke . 

6.8 

a87 

a42 

a  52 

aoo 

7.04 

7.09 

7.14 

7.19 

7.24 

7.29 

7.84 

7.89 

Other  TOFC . 

9.9 

ia20 

ia40 

9.34 

1X71 

11.45 

12.88 

1X02 

1X77 

1A66 

1X62 

1X59 

17.61 

Other  non-TOFC- . 

19.5 

ia9i 

laoo 

19.20 

20.29 

2X49 

20.70 

2X01 

21. 11 

21.88 

21.54 

2L75 

21.97 

TotaL . 

852.2 

34a  29 

389.25 

34a  77 

362.00 

37X12 

87X57 

384.60 

390.68 

39X96 

40X44 

41X04 

41X70 

Total  less  coal . 

256.5 

34a  84 

24a  40 

2sae9 

262.58 

26X21 

267.59 

269.89 

27X81 

27X95 

279.15 

28X88 

285.71 

Note:  Ck)lumii  totals  are  subjecting  to  rounding  errors. 


traffic.  Using  these  production  estimates,  total  Class  I 
railroad  tonnage  was  forecasted  for  each  commodity 
group.  This  was  then  factored  to  develop  Eastern  Dis¬ 
trict  rail  tonnage  and  finally  tonnage  for  the  six  poten¬ 
tial  ConRail  members.  Revenue  was  derived  by 
applying  1973  revenue  per  ton  to  the  forecast  tonnage. 

The  TBS  forecast  was  based  on  projections  of  eco¬ 
nomic  growth  prepared  in  July  1974  by  Chase  Eco¬ 
nometrics.  Their  projections  indicated  that  Gross  Na¬ 
tional  Product  would  grow  at  an  annual  rate  of  3.4  per¬ 
cent  between  1973  and  1980  and  at  a  rate  of  3.5  percent 
from  1980  to  1985.  Since  July  1974,  the  economy  has 
taken  an  unexpected  dip  as  a  result  of  rapid  inflation 
and  declining  demand  for  and  production  of  automo¬ 
biles,  steel  and  housing. 

Because  of  these  changes  in  the  economy,  the  Asso¬ 
ciation  lowered  the  original  TBS  forecast  for  eight 
commodity  groups :  automobiles,  steel,  metallic  ore,  lum¬ 
ber,  paper  products,  chemicals,  waste  or  scrap  and  coke. 
Both  the  long-term  forecast  to  1985,  as  well  as  the  short¬ 
term  projections  through  1977,  were  reduced. 

The  Association’s  present  forecast  has  a  compound 
growth  rate  for  tonnage  between  1973  and  1985  of 
1.41  percent  compared  with  2.19  percent  for  the  initial 
TBS  forecast.  Commodities  other  than  coal  have  a 
growth  rate  of  .99  percent  in  the  Association  forecast 
versus  2.02  percent  for  TBS.  Revenue  in  the  Associa¬ 
tion  forecast  is  3  percent  lower  in  1976  and  11  percent 
lower  in  1985  than  TBS. 

The  Association’s  current  forecast,  while  significantly 
lower  than  the  earlier  forecast,  appears  to  be  slightly 
higher  in  the  early  years  than  a  forecast  based  on  the 
latest  estimates  of  GNP.  A  subsequent  analysis  of  eco¬ 
nomic  growth  was  undertaken  by  Chase  Econometrics 
for  the  Association  in  November  1974.  It  indicated  that 
GNP  would  grow  at  a  lower  rate  between  1973  and  1980, 
2.9  percent  compared  to  3.4  percent,  and  at  a  higher 
rate  between  1980  and  1985,  4.0  percent  instead  of  3.5 


in  the  earlier  projection.  With  minor  differences,  this 
later  analysis  substantiated  the  Association’s  adjustment 
of  the  TBS  forecast.  These  revised  GNP  data  are  being 
utilized  by  TBS  for  an  updated  forecast  which  will  be 
incorporated  into  the  revenue  figures  to  be  utilized  in 
the  Final  System  Plan.® 

Opportunities  for  Improvement 

An  aggressive  rail  marketing  program  is  essential  to 
achieving  the  Association’s  tonnage  and  revenue  fore¬ 
cast.  The  essence  of  such  a  program  is  the  development 
of  precise  price/service/equipment  strategies  which 
satisfy  the  needs  of  the  customer  while  earning  a  profit 
for  the  railroad.  The  development  of  these  precise 
strategies  by  the  Association  for  individual  customers 
has  not  been  feasible.  However,  it  has  been  possible  to 
identify  certain  areas  where  significant  improvements 
can  be  made  in  the  marketing  areas.  These  are :  pricing, 
quality  of  service,  equipment,  intermodal  cooperation, 
routes,  divisions,  costs  and  regulation. 

Pricing 

A  firm’s  price  policy  is  a  reflection  of  its  corporate 
objectives.  Its  pricing  should  be  an  extension  of  both  its 
marketing  and  operating  strategies.  Any  pricing  stra¬ 
tegy  should  generate  rates  which  reinforce  or  support 
the  actions,  policies  and  objectives  of  the  corporation. 

The  present  financial  condition  of  the  Northeast  rail 
carriers  clearly  indicates  a  substantial  portion  of  rail 
traffic  is  moving  at  rates  that  do  not  cover  the  costs  of 
handling  the  traffic.  ConRail  must  adopt  effective  pric¬ 
ing  policies  relating  to  economically  sound  minimum 
and  maximum  rate  levels. 


*  Both  forecasts  inclnde  the  revenue  and  tonnage  for  the  branch 
lines  that  are  under  consideration  for  abandonment.  It  has  been 
assumed  that  the  losses  on  these  lines  will  be  subsidised  and  that 
the  traffic  will  remain  on  the  railroads. 
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A  thorough  analysis  and  possible  revision  of  the 
nation's  rail  price  structure  is,  of  course,  beyond  the 
scope  and  time  limitations  imposed  on  the  USRA. 
However,  the  Association  has  analyzed  marketing  con¬ 
ditions  sufficiently  to  determine  that  the  profitability 
of  the  bankrupt  carriers  can  be  significantly  enhanced 
through  improved  pricing  strategies  relatively  soon 
after  conveyance.  The  Association  believes  that  profit 
improvement  can  be  achieved  in  the  short  term  as 
well  as  over  a  longer  period  of  time.  The  following  sec¬ 
tions  deal  with  pricing  strategies  for  both  the  long  term 
and  the  immediate  future. 

Long-Range  Pricing 

The  goals  of  the  long-range  pricing  strategy  are  to : 

•  Assure  a  sound,  profitable  traffic  base  for  ConRail 
with  sufficient  revenues  to  establish  and  perpetuate  a 
viable  railroad  and  secure  the  capital  required  to  replace 
assets  and  meet  changing  demands  of  the  transportation 
market. 

•  Provide  for  efficient  utilization  of  ConRail’s 
resources  and  flexibility  to  provide  services  on  a  com¬ 
pensatory  basis  to  meet  the  transportation  demands  of 
the  shipping  public. 

•  Support  the  long-range  service  improvement,  cost 
reduction  and  new  marketing  programs  planned  for 
ConRail. 

Current  rail  pricing  patterns  in  the  Northeast  must, 
of  course,  serve  as  a  starting  point  for  the  develop¬ 
ment  of  changes  necessary  to  implement  ConRail’s  long- 
range  pricing  strategy.  It  is  fashionable  to  talk  about 
the  existence  of  a  “rail  rate  structure,”  but  in  reality 
there  is  no  structure  at  all.  What  exists  is  a  complex 
conglomeration  of  rates  which  r^ect  elements  such  as 
detailed  commodity  classifications,  shipment  volume- 
price  differentials  and  specfic  origin  and  destination 
rate  levels.  There  are  numerous  rates  reflecting  terri¬ 
torial,  commodity,  competitive  and  volume  considera¬ 
tions. 

Just  as  the  present  price  system  has  evolved  over 
time,  any  new  system  will  have  to  be  built  on  top  of  the 
existing  system.  Any  price  strategy  designed  to  replace 
or  supplement  the  present  system  must  satisfy  several 
diverse  criteria.  These  criteria  include : 

•  Pro-fitahiUty. — The  pricing  strategy  should  pro¬ 
vide  for  the  long-tenn  profitability  of  ConRail  and  its 
establishment  as  a  viable  transportation  company. 

•  Dynamics. — Tlie  pricing  strategy  should  result  in 
rates  that  move  or  change  to  reflect  the  dynamics  of 
the  investments  or  disinvestments  being  made  in  Con¬ 
Rail’s  physical  plant  and  rolling  stock. 

•  Market  -flexibility. — The  pricing  strategy  should 
be  flexible  enough  to  produce  a  set  of  rates  that  reflect 
or  capitalize  on  market  conditions.  'Hie  rates  should  be 
capable  of  being  adjusted  in  reaction  to  changing  de¬ 
mands  imposed  on  the  ConRail  system  by  the  market. 


•  Efficiency. — The  efficient  utilization  of  ConRail’s 
resources  should  be  promoted  through  the  rates  derived 
from  the  pricing  strategy.  To  achieve  this,  the  cost  of 
resources  required  to  provide  service  must  be  reflected 
in  the  price  of  the  service. 

•  Inherent  advantage. — The  pricing  strategy  should 
reflect  the  inherent  advantages  of  ConRail  so  as  to  as¬ 
sure  retention  and  possible  growth  of  traffic.  The  rate 
structure  should  also  assist  in  attracting  from  other 
modes  the  traffic  that  railroads  have  a  comparative  ad¬ 
vantage  in  handling. 

•  Strategic  planning. — ^The  pricing  strategy  should 
generate  rates  which  reinforce  or  support  the  actions, 
policies  or  objectives  of  ConRail’s  marketing  and  op¬ 
erating  strategies. 

•  Simple /complex  pricing. — The  pricing  strategy 
should  avoid  complexity  in  the  rate  structure  insofar 
as  possible.  Prices  are  key  decision  parameters  for  ship¬ 
pers.  Complexities  can  cloud  real  issues  and  problems 
that  lead  to  decisions  that  are  damaging  to  ConRail  and 
the  freight  service  buyer. 

The  pricing  strategy  adopted  by  ConRail  ultimately 
must  bo  accepted  by  the  marketplace  and  will  be  subject 
to  evaluation  by  several  external  groups.  These  groups 
include  competing  railroads  (those  that  serve  the  same 
territory  as  ConRail),  complementary  roads,  inter- 
modal  competitors,  shippers/receivers  and  the  various 
regulatory  agencies.  These  external  constraints  may 
inhibit  the  flexibility  ConRail  will  have  in  adopting  an 
effective  pricing  strategy. 

Short-Term  Pricing 

USRA’s  recommended  short-term  pricing  strategy 
has  two  objectives : 

•  To  identify  opportunities  for  improving  the  profit¬ 
ability  of  the  existing  traffic  mix  and 

•  To  develop  a  short-term  pricing  program  to  gen¬ 
erate  additional  ConRail  revenue  in  the  formative  years. 

The  Association  contracted  with  a  consultant  to  study 
the  existing  traffic  base  and  present  pricing  practices 
of  the  potential  ConRail  members.  The  consultant  has 
concluded  that  “major  profit  improvement  can  result 
from  marketing  correction  of  losses  now  being  suffered 
in  the  current  traffic  base.*  The  potential  net  gain  from 
correcting  these  losses  was  estimated  to  be  $120  million 
annually. 

In  addition  to  the  consultant’s  study.  Association  per¬ 
sonnel  began  an  intensive  analysis  of  the  ConRail  traf¬ 
fic  base.  Currently,  approximately  $64.4  million  of  spe¬ 
cific  necessary  rate  actions  have  been  identified.  Table  4 
contains  a  more  complete  descriptiwi  of  the  commodi¬ 
ties  deserving  attentioQ.c  •  .  -  j 


*  Reeble  Asroclates,  August  14,  1974.  Re :  Contract  No.‘  U8RA-5003, 
Economic  Overview. 
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Table  4. — Potential  added  revenue  from  V8RA  specifically  rec¬ 
ommended  rate  adjustments 


Table  4. — Potential  elided  revenue  from  V8RA  specifIcaUy  rec¬ 
ommended  rate  adjustments 


8TCC  01 — FABM  PBODUCT8 

1973  ConRail  revenue _ 

Additional  revenue - 

Percent  change _ 


8TCC  22-23 — TEXTILE8  AND  APPABEL 


Mittiona  Millions 

1973  ConRail  revenue _  $8. 5 

0  Additional  revenue _  0. 8 

+11  Percent  change _  4 


Rate  actions : 

Completed : 

1.  Increased  transit  charge  on  cereal  (ef¬ 

fective  July  1974) _ _  $0.35 

2.  Increased  export  rates  on  grain  prod¬ 

ucts  (effective  February  1974) _  0.15 


In  progress: 

1.  Increased  rates  on  fresh  fruits  and  - 

vegetables  (I&S  8944) _  7.5 

2.  Increased  rates  on  prepared  cereal  (un¬ 

der  negotiation) _  1.0 


Total _ _ _  9. 0 

STCC  10 — METALLIC  0BE8 

1978  ConRail  revenue _  $91. 3 

Additional  revenue _  0. 1 

Percent  change _ less  than  1 


Rate  actions : 

Future:  1.  Increased  rates  to  remedy  non¬ 
compensatory  traffic _  $0. 3 

STCC  24 — LUMBER 

1973  C/onRail  revenue _  $66.  5 

Additional  revenue _  1.  5 

Percent  change _  2 

Rate  actions : 

Completed:  1.  Increased  rates  on  pulpwood 

(M  of  requested  increase  grant) _  $0.1 

Future : 

1.  Increased  pulpwood  rates _  0. 1 

2.  Limit  stop-offs  and  circuity  on  lumber _  0.  5 

3.  Increased  rates  on  non-compensatory 

traffic  (millwork,  wooden  containers, 
misc.  wood  products) _  0.8 


Total _  1. 5 


Rate  actions : 

Future:  1.  Increase  dumping  charge  on  iron 


ore _  $0. 1 

STCC  11 — COAL 

1973  ConRail  revenue _  $243.  8 

Additional  revenue _  2. 15 

Percent  change _  1 


Rate  actions : 

Future : 

1.  Miscellaneous  Increases -  $2.  0 

2.  Increased  storage  charge _  0. 15 

STCC  14 — NON-METALLIC  MINERALS 

1973  ConRail  revenue _  $56.  7 

Additional  revenue.  _ _  0. 1 

Percent  change _ less  than  1 


Rate  actions : 

Future:  1.  Increased  point-to-point  rates  on 
sand  and  gravel  to  remedy  non-compensatory 


situations _  $0. 1 

STCC  20 — FOOD 

1973  ConRail  revenue _  $209.  6 

Additional  revenue _  1. 1 

Percent  increase _  1 


Rate  actions: 

Future:  1.  Increase  non-compensatory  rates 
on  canned  fruit  juice,  prepared  flour  mixes, 
dry  bakery  products,  bagasse,  macaroni, 
milled  rice  by-products  and  miscellaneous 
other  items _ _ _  $1. 1 


STCC  2B — ^FURNITURE 

1973  ConRail  revenue _ $16.5 

Additional  revenue _  3. 5 

Percent  change _ 21 


Rate  Actions : 

Completed :  1.  Increase  rates  on  furniture  4% 

( effective  early  1975 ) _  $0.  6 

Future :  1.  Further  increases  to  eliminate  non¬ 
compensatory  traffic _  2. 9 


Total  _  3.  5 

STCC  26 — PAPER 

1973  ConRail  revenue _ ^ _ $121.  6 

Additional  revenue _  9.  2 

Percent  Increase _  8 


Rate  actions : 

In  progress:  1.  Increase  rates  10%  on  light 

loading  papers  *  ( I&S  8978) _ I _  $1. 3 

Future : 

1.  Further  increases  on  light  loading  pa- 

];)ers  to  eliminate  noncompensatory 
situations _  6. 9 

2.  Altered  transit  privilege  and  22,000  Ih. 

“follow  lot”  provision  in  the  36,000  lb. 
rates _  1. 0 


Total _  9. 2 

STCC  32 — STONE,  CLAY  AND  GLASS 

1973  ConRail  revenue _  $81. 0 

Additional  revenue _  0. 8 

Percent  increase _  1 


Rate  actions : 

Future :  1.  Increase  various  point-to-point  rates 
on  cement,  lime,  limestone _  $0.  8 


*  Light  loading  papers  Include :  sanitary  paper  products,  bags,  fibre 
cans,  pressed  pulp  goods,  envelopes  and  baskets. 
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Table  4. — Potential  added  revenue  from  VBRA  gpeciftcaUy  rec¬ 
ommended  rate  adjustment* 

STCC  38 — PBIMABT  METAL  PBODUCTB 

MiUions 


1973  Ck)nRail  revenue -  |182.  7 

Additional  revenue -  0. 13 

Percent  increase - less  than —  1 


Rate  action : 

In  progress :  1.  Increased  lighterage  charge  on 
steel  from  Rhode  Island  to  Harlem  River, 

N.Y _  $0.13 

STCC  34 — FABBICATED  METAL  PBODUCTB 

1973  ConRail  revenue _  $38.  7 

Additional  revenue _  0. 3 

Percent  increase _  1 


Rate  actions : 

In  progress :  1.  Increase  rates  on  metal  cans..  $0, 3 

STCC  36 — NON-ELBCTBICAL  MACHINE8T 

1973  ConRail  revenue _ Tj- _  $19. 1 

Additional  revenue _  0.  5 

Percent  increase _  3 


Rate  action : 

In  progress:  1.  Increased  rates  on  farm  ma¬ 
chinery— I&S  8983 _  $0.5 

STCC  87 — TBANSPOBTATION  EQUIPMENT 

1973  ConRail  revenue _ $255. 5 

Additional  revenue _  2. 5 

Percent  increase _ 1 


Rate  actions: 

Completed :  1.  Increased  rates  on  freight  cars 

moving  on  own  wheels _  $0.  5 

Future : 

1.  Increased  storage  charges  on  autos _  1. 0 

2.  Increase  some  point-to-point  rates  on 

auto  parts _  1.  0 


Total  _ _  2. 5 

STCC  40 — WASTE  OB  SCBAP 

1973  Con  Rail  revenues _  $83.  0 

Additional  revenue _  9. 6 

Percent  increase _  12 


Rate  actions : 

Future: 

1.  Increased  rates  on  textile  waste  to  rem¬ 


edy  non-compensatory  traffic _  $0.6 

2.  Overcome  ICC  hold-downs  on  recy- 

clables _  9.0 


Total -  9. 6 

MISCELLANEOUS  8EBVICES 

1973  ConRail  revenue _ Unknown 

Additional  revenue _  $23.  6 

Percent  increase - Unknown 

Rate  actions:  '  -*  t 

Completed :  1.  Increased  protective  service 
charge  ex  parte  300 _ _  $0. 1 


Table  4. — Potential  added  revenue  from  V8RA  tpecificaUy  rec¬ 
ommended  rate  adjustments 

Miscellaneous  Sebvices — Continued 


1.  Increased  minimum  charge  per  car 

(suspended) _  8.6 

2.  Increased  switching  charges  (sus¬ 
pended)  _  8.5 

3.  $50  per  car  transit  service  charge  (sus¬ 
pended)  ^ _  4.0 

4.  Cancel  marriage  arrangements _  0.3 

5.  'Further  increases  in  protective  service 

diarges  (ex  parte  300) _  0. 3 

6.  Increased  charges  for  providing  mechan 

icai  heating  of  cars  (Docket  35400).  0.2 

7.  Eliminate  absorption  of  loading/un¬ 

loading  charges  at  ports  and  reduce 
port  charges  by  4^/cwt.  (I&S  8938) _  1.  6 


Total  _  23. 6 


The  rate  adjustments  recommended  in  Table  4  are 
necessary  to  bring  present  traffic  up  to  a  breakeven  basis 
using  very  conservative  cost  data.  The  cost  system  used 
for  this  analysis  (which  was  the  only  system  quickly 
available)  is  based  on  Rail  Form  A  and  tends  to  under¬ 
state  certain  costs,  particularly  maintenance  of  way, 
capital  and  equipment  costs.  Had  these  factors  been 
more  realistic,  a  far  higher  level  of  rate  changes  might 
have  been  proposed. 

This  analysis  was  also  limited  to  identifying  present 
traffic  which  is  clearly  non-compensatory.  If  the  pro¬ 
posed  rates  result  in  substantial  traffic  losses,  there  will 
be  no  impact  on  net  income  because  the  reduction  in 
costs  will  equal  or  exceed  the  lost  revenue. 

Table  4  shows  three  types  of  rate  actions :  completed, 
in  progress  and  future.  Completed  rate  actions  are  those 
which  have  been  approved  by  the  Interstate  Commerce 
Commission  with  an  effective  date  in  1974.  These  in¬ 
creases  were  not  applicable  in  1973  and  hence  were  not 
in  the  revenue  base  used  for  the  forecast.  This  category 
accounts  for  $1.8  million. 

Rate  actions  in  progress  are  those  that  have  been  filed 
with  the  Commission  or  rate  bureaus  but  have  not  been 
approved.  This  category  accounts  for  $34.23  million  of 
which  $23.5  million  involves  miscellaneous  services  or 
charges.  This  includes  an  increase  in  the  minimum 
charge  per  car  ($8.6  million),  increased  switching 
charges  ($8.5  million)  and  a  $50  per  car  transit  serv-. 
ice  charge  ($4.0  million).  Each  of  these  pricing  pro¬ 
posals  has  been  suspended  by  the  Commission  pending 
an  investigation  of  their  “reasonableness.”  Each  are 
important  in  reducing  the  loss^  of  the  bankrupt  carriers 
and  getting  them  on  the  road  to  profitability. 

The  major  commodity  rate  change  in  progress  con¬ 
cerns  fresh  fruits  and  vegetables.  This  was  expected  to 
increase  future  ConRfiil  revenue  by,  $7.5  million.  The 
Commission  suspended  these  rates  under  I&S  8944.  On 
December  30, 1974,  aii  order  disapproving  this  increase 
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was  issued.  Among  other  reasons  given  for  rejecting  the 
increase  were  three  which  are  of  primary  significance 
to  the  future  profitability  of  ConRail. 

First,  the  ICC  said  that  the  theory  of  replacement 
cost  of  equipment  was  invalid  because  replacement  cost 
is  a  corollary  of  reproduction  value  which  the  Commis¬ 
sion  has  never  accepted  as  a  valid  basis  for  ratemaking. 
While  this  policy  may  be  appropriate  for  valuation 
purposes,  failure  to  recognize  replacement  costs  for  rate¬ 
making  purposes  is  extremely  damaging  to  the  rail¬ 
roads,  particularly  in  a  period  when  inflation  levels  are 
substantially  higher  than  normal.  The  rail  industry  will 
fall  further  behind  in  equipment  capacity  simply  be¬ 
cause  rates  will  not  provide  profits  sufficient  to  call  forth 
the  capital  necessary  to  acquire  new  equipment.  No 
amount  of  exhortation  to  purchase  can  substitute  for 
the  decision  of  management  to  buy  cars  only  when  it  is 
profitable  to  do  so. 

The  second  reason  cited  by  the  Commission  was  that 
the  proposed  rates  would  eliminate  rail  participation 
in  many  of  the  commodity  movements,  which  would 
cause  hardships  on  producers  and  consumers.  The  ques¬ 
tion  to  be  addressed  is  whether  ConRail  or  any  other 
railroad  should  be  forced  to  subsidize  shippers  by  car¬ 
rying  traffic  which  does  not  contribute  a  profit  to  the 
railroad.  I.Ack  of  railroad  profitability  will  result  in  a 
gradual  withdrawal  from  service  and  further  prevents 
the  railroads  from  handling  those  movements  where 
they  still  have  a  comparative  advantage. 

The  third  reason  for  disapproving  the  rates  was  that 
the  proposexl  TOFC  rates  are  not  reasonably  related  to 
the  carload  rates.  There  is  no  reason  why  TOFC  rates 
should  be  related  to  carload  rates.  Entirely  different 
services  and  costs  are  involved  and  the  rates  are  aimed 
at  a  different  competitive  situation. 

The  third  group  of  rate  actions  showm  in  Table  4  are 
those  possible  in  the  future.  They  have  not  yet  been 
proposed  but  the  Association’s  staff  feels  such  increases 
are  necessary  to  put  present  rail  traffic  on  a  compensa¬ 
tory  basis.  The  category  as  thus  far  identified  would 
increase  rev^enue  by  $28.35  million.  The  major  commod¬ 
ities  in  this  group  are  light  loading  paper  products 
($6.9  million),  furniture  ($2.9  million)  and  scrap 
($9.0  million).  These  rate  increases  are  required  to 
bring  the  revenue  on  these  commodities  up  at  least  to  a 
break-even  basis  with  long-term  variable  cost. 

The  Association  has  also  attempted  to  measure  the 
price  elasticity  of  certain  commodities.  The  purpose  of 
this  research  was  to  identify  those  commodities  which, 
while  making  a  positive  contribution  almve  variable  cost, 
could  support  higher  rates  thereby  lending  support  to 
the  essential  goal  of  improving  railroad  profitability. 
Unfortunately,  the  results  of  this  research  are  not  con¬ 
clusive  and  further  work  will  be  necessary.  This  should 
be  completed  prior  to  the  Final 'System  Plan. 

In  addition  to  these' specific  suggested  rate  increases, 
the  Association’s  staff  is  also  studying  the  possibility 


of  a  short-range  general  price  increase.  During  the 
period  following  conveyance,  ConRail  should  under¬ 
take  programs  to  reduce  costs,  improve  operating 
reliability  and  generally  strengthen  the  organization’s 
competitive  position  via  new  service  opportunities  and 
marketing  programs.  The  short-tenn  strategy  must  be 
an  easily  applied  program  of  rate  corrections  which 
will  supply  needed  revenues  until  ConRail’s  long-term 
programs  can  be  developed  and  implemented. 

The  goals  and  objectives  which  the  Association  is 
using  to  evaluate  various  types  of  short-range  increases 
are: 

•  The  method  must  be  capable  of  generating  between 
$50  and  $150  million  in  additional  ConRail  system 
revenues. 

•  The  approach  must  be  consistent  with  whatever 
industry  structure  is  selected  for  ConRail. 

•  The  short-term  pricing  strategy  must  be  consistent 
w'ith  the  long-tetm  pricing  strategy  and  related  oper¬ 
ating  plans. 

•  The  technique  must  be  fairly  simple  so  that  it  may 
be  quickly  implemented,  easily  understood  and  capable 
of  efficient  administration. 

Short-term  increases  can  be  applied  on  one  or  more 
of  the  following  bases : 

General  increases  provide  for  percentage  increases  or 
per  unit  (i.e.,  car,  ton'  etc.)  surcharges  on  the  entire 
movement.  The  increase  is  apportioned  among  the  rail¬ 
roads  involved,  according  to  agreed  upon  division 
percentages. 

Regional  increases  provide  for  percentage  increases 
or  per  unit  surcharges  on  movements  within  a  certain 
region  ( i.e.,  the  Northeast  Region) . 

Cost  coverage  increases  would  increase  revenues  to 
cover  the  cost  of  a  particular  class  of  traffic  more 
completely. 

Specific  increases  would  be  selectively  based  on  a  com¬ 
bination  of  factors  including  commodity,  origin/desti¬ 
nation  and  car  type. 

Mirdnmm  rate  per  car  pricing  is  based  on  the  as¬ 
sumption  that  the  four  major  and  most  readily  meas¬ 
ured  components  of  rail  costs  are  mileage,  car  type, 
terminal  costs  and  service  type.  A  minimum  rate  per 
car  would  be  determined  based  on  these  components.  It 
has  been  alleged  that  the  high  terminal  costs,  particu¬ 
larly  on  the  east  coast,  are  responsible  for  the  deficit 
operations  of  the  ConRail  carriers.  Under  this  approach, 
terminals  would  be  classified  into  three  categories — low 
cost,  medium  cost  and  high  cost.  “Service  types”  could 
include  regular,  unit  train,  TOFC,  multiple  car,  etc. 
The  advantage  of  this  method  is  that  only  low-revenue- 
per-car  traffic,  where  the  present  revenue  is  below  the 
proposed  minimum,  would  be  assessed  a  charge.  High- 
revenue,  truck-competitive  traffic  would  not  be  affected 
at  all.  This  type  of  charge  will  affect  only  the  non-com¬ 
pensatory  or  marginally  compensatory  traffic. 
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USRA  is  currently  reviewing  each  of  these  ap¬ 
proaches  and  will  have  a  recommendation  in  the  Final 
System  Plan. 

Service  and  Equipment 

To  determine  the  impact  of  freight  car  supply  and 
service  quality  on  revenue  growth  it  is  necessary  to 
understand  how  routing  decisions  are  made  by  ship¬ 
pers.  "While  there  may  be  exceptions,  there  appears  to 
be  a  hierarchy  in  theaiormal  routing  decision : 

1.  The  lowest  applicable  rate  must  apply. 

2.  The  carrier  supplying  the  equipment  will  be 
favored. 

3.  The  best  service  route  will  be  favored. 

4.  The  originating  and  terminating  carriers  will  get 
a  long  haul  (as  opposed  to  a  switching  charge). 

5.  Intermediate  carriers  will  be  avoided  unless  part 
of  a  “service*"  route. 

Since  railroads  serving  the  same  market  or  shipper 
usually  have  the  same  rates,  the  ability  to  provide  an 
adequate  car  supply  along  with  dependable  service  are 
the  dominant  factors  in  securing  rail-oriented  tonnage. 
These  factors  are  also  important  for  attracting  tonnage 
from  other  modes. 

There  are  significant  opportunities  for  improving 
bankrupt  carriers  revenue — both  through  the  acquisi¬ 
tion  of  more  equipment  and  the  design  of  specialized 
freight  cars.  A  special  study  made  by  the  Penn  Central 
estimated  it  lost  over  $60  million  in  revenue  in  1974 
because  of  freight  car  shortages.  Car  types  in  critical 
supply  were  open  hoppers,  gondolas,  50-ft.  box  cars  and 
TOFC  trailers.  The  Association  has  developed  a  car 
acquisition  program,  discussed  in  Chapter  6,  which 
should  rectify  this  problem:  The  Association’s  car  pur¬ 
chase  program  will  provide  an  equipment  inventory 
sufficient  to  satisfy  normal  demand  while  generating  a 
.satisfactory  return  on  investment.  USRA  is  also  study¬ 
ing  various  rate  and  tariff  changes  which  will  improve 
equipment  utilization  and  reduce  the  capital  investment 
required  for  equipment. 

Service  on  the  bankrupt  carriers  has  deteriorated  in 
recent  years  as  tracks  and  facilities  have  been  under- 
maintained.  Shippers  state  that  substantially  more  ton¬ 
nage  would  be  available  if  service  were  improved.  Pre¬ 
liminary  studies  by  the  Association  confirm  this  in  part. 

Service  in  this  context  takes  two  forms :  speed  and  re¬ 
liability.  Speed  is  the  time  it  takes  to  get  from  A  to  B ; 
reliability  is  the  consistency  or  regularity  of  the  transit 
time.  Service  is  important  for  attracting  tonnage  from 
other  railroads  as  well  as  other  mf)des  of  transportation. 
Rates  and  car  supply  being  equal,  a  shipper  will  choose 
the  railroad  with  the  best  service. 

While  service  is  important  for  intermodal  competi¬ 
tion,  railroads  and  motor  carriers  do  not  compete  on  the 
basis  of  service  in  all  markets.  Service  is  relatively  less 
important  for  low- value,  high- volume  bulk  commodities 
than  for  high-value,  time  sensitive  commodities  such 


as  perishables.  Service  levels,  then,  must  be  evaluated 
in  view  of  specific  market  requirements. 

ConRail  must  make  a  substantial  improvement  in 
service  speed  and  reliability  to  compete  effectively  witJi 
the  motor  carriers.  A  USRA  consultant®  interviewed 
shippers  concerning  service  expectations.  The  consult¬ 
ant  concluded  that  improvements  in  transit  time  of  20 
percent  would  increase  non-bulk  traffic  by  ten  percent 
but  total  traffic  by  only  two  percent.  In  no  individual 
commodity  was  the  tonnage  elastic  with  respect  to 
transit  time. 

The  consultant  also  found  that  improvements  in  reli¬ 
ability — measured  in  terms  of  increased  on-time  per¬ 
formance  of  20  percent  to  50  percent — would  increase 
tonnage  ten  percent  to  30  percent.  A  significant  minor¬ 
ity  of  the  shippers,  however,  said  that  percentage  in¬ 
creases  in  tonnage  would  exceed  percentage  changes  in 
reliability. 

On  the  other  hand,  the  consultant  found  that  increases 
in  transit  time  up  to  ten  percent  would  not  have  an 
appreciable  effect  on  tonnage.  If  time  in  transit  in¬ 
creased  20  percent,  however,  the  loss  in  tonnage  for 
some  commodities  would  be  severe.  Decreases  in  reliabil¬ 
ity  could  have  a  significant  impact  on  tonnage,  ranging 
from  ten  percent  to  over  40  percent  depending  on  the 
shipper.  In  the  majority  of  cases,  however,  a  percentage 
reduction  in  reliability  leads  to  a  less  than  proportionate 
loss  of  tonnage. 

In  summary,  rail  traffic  appears  to  be  more  sensitive 
to  time  increases  than  to  time  decreases.  A  significant  de¬ 
terioration  of  rail  service  could  result  in  a  severe  loss 
of  traffic.  Conversely,  a  significant  improvement  in 
transit  time  would  result  in  significant  but  not  com¬ 
mensurate  traffic  growth. 

Intermodal  Sorvice 

Trailer  on  flat  car  (TOFC)  and  container  on  flat  car 
(COFC)  traffic  are  the  two  basic  types  of  intermodal  or 
piggyback  service  offered  by  the  railroads.  This  service 
combines  the  flexibility  of  motor  carrier  pickup  and 
delivery  with  the  low  costs  of  rail  line-haul  service  and 
as 'such  is  among  the  favorable  spots  in  the  railroads’ 
future.  USRA  is  forecasting  a  compound  annual  growth  ‘ 

rate  of  piggyback  traffic  of  6.25  percent  between  1973  | 

and  1985.  A  more  comprehensive  discussion  of  Inter¬ 
modal  Service  is  provided  in  Appendix  F. 

There  are  three  ways  to  improve  the  market  share  of 
TOFC/COFC  service : 

•  Gain  greater  control  of  the  pickup  and  delivery 

function  through  expansion  of  the  operating  rights  | 

of  rail-owned  truck  lines ; 

•  Penetrate  the  small  shipments  market  including 
the  LTL  (less  than  truckload — under  10,000  lbs.) 
and  the  PTL  (partial  truckload — 10,000  to  30,000 
lbs.)  markets; and 

•  Temple.  Barker  A  Sloane,  “Forecast  of  Tralllc  and  Rerenne  1974— 

1980”,  USRA  Contract  No.  50000. 
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•  Develop  a  rate  structure  that  will  attract  shipijer 
business  and  also  foster  intermodal  (rail-motor 
carrier)  coordination  where  possible. 

It  is  almost  axiomatic  that  the  firm  controlling  pickup 
and/or  delivery  of  a  shipment  also  exerts  control  over 
the  line-haul  movement.  Both  Penn  Central  and  Read¬ 
ing  own  motor  cari’ier  subsidiaries  which  perform  these 
services,  but  they  have  not  fully  exploited  the  traffic- 
generating  opportunities. 

Most  railroad  piggyback  marketing  efforts  have  been 
focused  on  developing  truckload  movements  with 
weights  of  30,000  to  45,000  pounds.  However,  the  Reebie 
Associates’  Intermo{lal  study  indicates  that  85  percent 
of  the  ton-miles  of  highway  general  commodity  traffic 
consists  of  a  combination  of  LTL  and  PTL  shipments. 
This  is  obviously  a  large  market  in  which  the  railroads 
have  not  been  directly  competing. 

The  importance  of  the  small  shipments  market  goes 
beyond  its  volume.  First,  this  traffic  is  generally  among 
the  highest  rated  traffic  available  (albeit  with  high  op¬ 
erating  costs)  and  thus  adds  the  most  revenue.  It  also 
allows  carriers  to  “top  off'’  trailer  load  shipments  which 
have  approached  the  maximum  weight  but  have  not 
utilized  the  full  cubic  capacity  of  the  trailer.  This  fur¬ 
ther  increases  revenue. 

Second,  a  carrier  which  competes  in  all  markets  can 
select  the  traffic  needed  to  obtain  the  high  equipment 
utilization  and  low  empty  mileage  required  to  achieve 
low  unit  co^s  in  each  traffic  lane  or  terminal.  These  low 
costs  in  turn  enhance  the  competitive  position  of  the 
carrier. 

Because  of  the  financial  losses  suffered  in  the  past 
when  handling  IX^L  traffic,  the  rail  industry  is  under¬ 
standably  hesitant  to  enter  the  small  shipments  market. 
Only  two  railroads,  the  Mis.souri  Pacific  and  the  West¬ 
ern  Pacific,  are  currently  pursuing  this  market.  Of 
course,  such  a  decision  cannot  be  made  until  after  a 
thorough  study  of  the  operating  costs  and  potential 
revenue  to  be  derived  from  this  traffic.  USRA  will  at¬ 
tempt  to  quantify  the  cost/benefit  relationships  prior 
to  the  Final  System  Plan. 

The  present  TOFO/COFC  price  stnicture  in  the  Re¬ 
gion  is  based  on  a  ^ries  of  “quantity  discounts”  which 
provide  successively  lower  rates  as  the  number  of  trail¬ 
ers  tendered  increases.  From  one  to  sixty  trailers  may  be 
tendered  at  one  time,  the  latter,  popularly  called  “ship- 
a-train”  rates,  being  the  lowest.  These  quantity  dis¬ 
counts  have  created  a  group  of  middlemen  called  ship- 
I)ers’  agents  or  shipper  associations  whose  prime  ob¬ 
jective  is  to  gather  enough  trailers  to  take  advantage 
of  the  discounts.  Only  part  of  the  discount  is  passed 
back  to  the  shipj^er.  The  argument  is  that  these  middle¬ 
men  perform  services  which  the  railroads  cannot  pro¬ 
vide.  This  is  not  necessarily  tnie.  A  capable,  aggressive 
rail  sales  and  service  staff  can  perform  the  duties  of 


these  middlemen,  often  moiv  efficiently  and  econom¬ 
ically. 

There  are  basically  two  types  of  pricing  arrange¬ 
ments  necessary  to  foster  increased  growth  of  piggy¬ 
back  service.  One  is  a  “wholesale”  rate  structure  apply¬ 
ing  between  terminals  to  shipper  or  motor  carrier  owned 
or  supplied  trailers.  These  would  be  one-way  rates  for 
single  loaded  or  empty  trailers.  The  shipper  or  motor 
carrier  would  provide  the  pickup  and  delivery.  These 
wholesale  rates  would  attract  traffic  from  motor  carriers 
or  private  carriers  who  now  operate  via  highw’ay  if  they 
have  balanced  traffic. 

A  balance  in  traffic  avoids  the  occurrence  of  empty 
mileage  expense.  This  low  empty  return  mileage  experi¬ 
enced  by  truckers  is  what  produces  lower  unit  costs  via 
highway,  even  though  the  basic  expenses  per  mile  are 
higher  than  those  of  rail.  The  wholesale  load-empty 
rates  recommended  by  USRA  would  enable  shippers 
and  truck  lines  with  balanced  traffic  to  gain  the  same 
benefits  via  rail-TOFC  that  they  now  gain  in  their  own 
highway  operations.  Such  a  pattern  would  avoid  the 
current  pricing  practices  which  attract  TOFC  traffic 
mainly  from  shippers  and  truckers  who  have  excess 
loads  (i.e.,  more  loads  than  drivers)  or  who  have  un¬ 
balanced  movements  between  certain  terminals.  No 
quantity  discount  would  be  given.  These  wholesale  rates 
would  be  very  similar  to  the  present  Plan  III  rates. 

Second,  a  set  of  single  trailer  “retail”  rates  in  rail- 
road-owned  trailers  needs  to  be  developed.  These  rates 
would  apply  on  one-way  movements  of  either  full-truck¬ 
load  or  LTL  and  PTL  movements.  Pickup  and  delivery 
could  be  performed  by  the  railroad-owned  motor  car¬ 
rier.  These  retail  rates  would  be  similar  to  the  present 
Plan  II  and  II  rates  and  would  apply  primarily  to 
shippers  who  do  not  own  trailers  and  cannot  perform 
the  pickup  and  delivery  functions. 

Though  the  proposed  set  of  rates  is  not  radically 
different  from  the  present  system,  it  does  provide  many 
advantages.  Elimination  of  the  quantity  discount  would 
permit  the  railroads  to  compete  with  the  middlemen 
who  exert  tremendous  control  over  present  piggyback 
traffic.  The  recommended  rates  give  the  railroads,  that 
are  risking  their  investment,  the  opportunity  for  more 
control  over  their  service  quality  and  profitability. 
This  simplification  of  the  rate  structure  makes  it  easier 
to  understand  and  allows  the  shipper  to  deal  directly 
with  the  carrier.  A  shipper  survey  performed  by  Reebie 
Associates  indicates  that  many  shippers  would  prefer 
to  deal  with  the  railroad  directly. 

RouNng  Patterns 

When  ConRail  bepns  operation,  it  will  inherit  the 
routing  patterns  of  six  different  carriers.  Between  dis¬ 
tant  city  pairs,  such  as  Newark,  New  Jersey  and  Ixw 
Angeles,  a  large  number  of  alternative  carriers  and 
routes  are  possible.  These  include  routes  using  the  Read- 
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ing,  Lehigh  Valley,  CNJ  and  the  Penn  Central.  Table  5 
is  a  list  of  the  interchanges  between  the  ConRail  car¬ 
riers  and  other  railroads  in  the  eastern  region. 

As  Table  5  indicates,  there  are  an  almost  infinite  num¬ 
ber  of  interchange  points  or  combinations  of  interchange 
points.  Retention  of  all  these  interchange  points  and 
alternative  routes  tends  to  promote  inefficiency  and  to 
preclude  ConRail  from  taking  advantage  of  its  most 
profitable  haul.  It  also  prevents  ConRail  from  realizing 
its  maximum  revenue  potential. 


The  Association  has  made  a  thorough  study  of  oppor¬ 
tunities  for  improving  ConRail’s  revenue  by  lengthen¬ 
ing  its  haul.  Under  the  Three  Carrier  System  structure, 
ConRail  could  secure  as  much  as  an  additional  $65.6 
million  of  revenue  annually  by  eliminating  short  hauls 
to  the  greatest  extent  possible.  For  forecasting  purposes 
it  has  been  assumed  that  ConRail  achieves  only  half  of 
this  revenue  potential  or  $32.8  million  through  im¬ 
proved  service  and  selective  selling  of  the  preferred 
routes. 


Table  5. — Freight  connetiiotu  and  junction  points 


PC 

LV 

CNJ 

RDO 

LHR 

AA 

EL 

D.AH. 

B.  AM. 

B.AO. 

C.  AO. 

N.A  W. 

28 

7 

80 

2 

6 

79 

8 

19 

/ 

IM 

78 

1S8 

Lehlfb  Valley . 

5 

5 

1 

0 

18 

t 

0 

a 

1 

8 

Central  of  New  Jersey . . 

7 

5 

8 

^■1 

0 

1 

^■1 

0 

0 

0 

ao 

8 

0 

8 

0 

6 

0 

0 

Lehigh  &  Hudson  Hirer.  . . . . 

2 

0 

0 

0 

2 

0 

0 

0 

6 

0 

0 

0 

1 

6 

8 

Erie  Lackawanna . . 

79 

18 

1 

8 

2 

0 

liM 

5 

0 

27 

10 

20 

8 

0 

0 

0 

0 

2 

0 

0 

19 

0 

0 

0 

2 

0 

0 

IM 

0 

5 

0 

1 

27 

0 

0 

19 

46 

Chesapeake  A  Ohio.. . 

78 

1 

0 

0 

0 

0 

10 

0 

19 

38 

Norfolk  A  Western . 

lU 

8 

0 

0 

0 

8 

20 

0 

0 

46 

88 

Divisions 

Divisions  are  the  sharing  of  tlie  freight  revenue  by 
carriers  participating  in  a  movement  involving  more 
than  one  railroad.  Such  divisions  have  a  significant  im¬ 
pact  on  the  net  profit  of  a  cwnpany.  Divisions  are  nego¬ 
tiated  by  the  participating  railroads  and  when  there  are 
disagreements,  resolution  is  sought  from  the  ICC  in  the 
form  of  a  divisions  proceeding. 

Assuming  equal  managerial  and  operating  efficiency, 
divisions  are  usually  based  on  cost.  That  is,  assuming 
that  two  railroads  have  essentially  the  same  operating 
efficiency  and  management  efficiency,  but  one  railroad 
incurs  a  higher  cost  in  the  movement  of  a  shipment,  then 
that  railroad  should  receive  a  greater  share  of  the  reve¬ 
nue.  Northeastern  carriers  have  alleged  that  the  divi¬ 
sions  between  themselves  and  the  southern  and  western 
carriers  are  inequitable  and  do  not  properly  reflect  costs. 
The  northeastern  carriers  have  estimated  that  an  equi¬ 
table  split  of  revenues  could  improve  their  profitability 
by  $60  million  annually.  Conversely,  the  southern  and 
western  carriers  claim  that  the  additional  costs  incurred 
by  the  northern  and  eastern  carriers  are  a  result  of  in¬ 
efficient  management  and  operating  strategies.  The  last 
north-south  divisions  case  handled  by  the  ICC  continu¬ 
ed  for  13  years  and  was  never  resolved,  among  other  rea¬ 
sons,  because  the  efficiencies  expected  from  the  Penn 
Central  merger  were  not  included  in  the  northern  rail¬ 
roads’  cost  data. 

The  Association  urges  early  Congressional  action  to 
provide  a  means  of  encouraging  the  prompt  resolution 
of  disputes  involving  divisions.  This  is  a  matter  of 
extreme  urgency  to  ConRail.  It  needs  to  be  resolved  as 
soon  as  possible. 


Costs 

Establishment  of  new  rail  rates  will  depend  on  the 
level  of  costs,  both  rail  and  alternate  mode  costs.  Un¬ 
fortunately,  the  railroad  industry  does  not  currently 
possess  the  capability  of  measuring  the  cost  of  perform¬ 
ing  a  particular  transportation  service  or  set  of  services. 
As  a  result,  present  cost  systems  tend  to  apportion  costs 
rather  than  trace  cause-and-effect  relatidnships. 

Most  rail  carriers  apply  a  modified  ICC  Rail  Form 
A,  Variable  Costing  System,  to  evaluate  costs  associated 
with  the  movement  of  a  commodity  between  two  points. 
The  costs  produced  by  Rail  Form  A  are  the  average 
costs  incurred  by  general  cost  centers  of  a  railroad. 
These  costs  do  not  necessarily  reflect  the  true  costs  of 
the  individual  movement.  However,  they  are  accepted 
by  the  Ccunmission  as  the  basis  for  cost  justification  for 
a  proposed  rail  rate.  The  numerous  deliberations  con¬ 
cerning  branch  line  abandonment  and  curtailment  of 
passenger  services,  and  the  related  costs  and  revenues 
of  these  operations,  are  excellent  examples  of  the  im¬ 
pact  of  the  inadequate  cost  information. 

The  deficiency  in  rail  industry  costing  is  due  to: 

•  Hesitancy  of  rail  carriers  to  initiate  innovative  cost¬ 
ing  systems  because  the  Commisaon  has  traditionally 
used  the  ICC  Rail  Form  A  costing  as  a  basis  for  rate 
setting,  and 

•  Relatively  recent  application  of  large  scale  manage¬ 
ment  information  systems  to  rail  carriers.  Data  gathered 
to  support  cost  research  by  many  railroads  are  deficient, 
both  in  validity  and  degree  of  detail. 

It  is  imperative  that  ConRail  establish  an  accurate 
and  timely  cost  information  system.  The  cost/benefit 
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relationship  is  at  the  heart  of  most  important  manage¬ 
ment  decisions.  This  is  no  less  true  of  the  railroads  than 
of  other  industries.  Reliable  cost  informatimi  is  impor¬ 
tant  not  only  for  the  pricing  decisions,  but  also  for  <^- 
erating  capital  investment,  routing,  line  abandonment, 
and  planning  decisions. 

Rail  Rat*  Regulation 

All  rail  rates  are  subject  to  review  by  either  state  or 
federal  regulatory  agencies.  This  would  present  no 
problem  if  all  modes  of  transport  were  subject  to  the 
same  kind  and  level  of  regulation.  Almost  two-thirds  of 
truck  traffic  and  ninety  percent  of  barge  traffic  is  exempt 
from  rate  regulation,  and  most  agricultural  traffic  mov¬ 
ing  via  motor  carrier  or  barge  is  exempt. 

Regulaticm  tends  to  inhibit  the  flexibility  of  the  rail¬ 
roads.  Whereas  trucks  and  barges  hauling  exempt  com¬ 
modities  are  free  to  set  rates  at  any  level  and  are  free 
to  enter  and  leave  markets,  railroads  are  subject  to  the 
frequently  time  consuming  regulatory  procedures  and 
the  other  burdens  they  impose.  This  may  inhibit  the 
railroad’s  responsiveness  to  changes  in  the  market  place 
and  ability  to  meet  revenue  needs  and  to  compete  suc¬ 
cessfully. 

USRA  will  study  this  matter  further  and  make  ap¬ 
propriate  recommendations  for  change  in  the  Final 
System  Plan. 

Conclusions 

ConRail  must  strive  to  maximize  its  profit  in  any 
given  market,  working  from  the  present  traffic  base. 


With  the  exception  of  the  solid  waste  and  LTL/PTL 
markets,  there  are  no  major  markets  that  ConRail  can 
enter  through  a  simple  adjustment  of  price  and  service. 
Instead,  ConRail  must  compete  vigorously  in  those 
markets  where  it  has  a  cmnpetitive  advantage. 

This  occurs  with  commodities  of  heavy  density,  where 
there  is  a  good  balance  of  traffic,  where  transit  time  is  not 
essential  and  where  shipment  sizes  will  support  carload 
volumes.  ConRail  must  compete  in  these  markets 
through  a  vigorous  application  of  sensible  and  aggres¬ 
sive  marketing  strategies.  These  include  unit  and 
mini-trains,  bulk  distribution  terminals  and  expanded 
TOFC  operations. 

To  improve  profitability,  ConRail  will  have  to  scru¬ 
tinize  the  present  price  structure  and  make  changes 
where  necessary.  Certain  limited  rate  changes  have 
been  suggested  and,  no  doubt,  this  list  can  be  expanded. 
In  the  long  run,  ConRail  must  adopt  a  pricing  policy 
that  will  allow  it  to  recover  full  operating  costs  and  a 
reasonable  return  on  investment.  If  this  is  not  done, 
the  current  financial  problems  will  be  perpetuated. 

ConRail  must  also  adopt  a  rigorous  program  of  serv¬ 
ice  improvement  and  control.  This  will  enable  it  to 
expand  present  markets  and  enter  into  the  more  service 
demanding  markets  where  shipment  sizes  are  smaller, 
transit  time  is  critical  and  shorter  distances  are  involved 

Implicit  in  this  marketing  program  is  the  need  for  an 
organization  dedicated  to  the  goal  of  improving  prof¬ 
itability.  This  organization  must  have  an  excellent  cost 
system  and  traffic  data  base  with  which  to  define  the 
problems  and  it  must  have  the  freedom  to  experiment 
with  creative  solutions. 
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Availability  of  Service  by 
Alternate  Modes 

The  Regional  Rail  Reorganization  Act  of  1973  requires  an  analysis 
of  the  extent  to  which  other  modes  of  transportation  can  move  the  traffic 
now  carried  by  railroads  in  reorganization  and  the  relative  economic^  social 
and  environmental  costs  involved  in  use  of  such  alternate  modes.  This 
chapter  represents  a  portion  of  USRA’s  response;  environmental  con¬ 
siderations  are  treated  more  extensively  in  Chapter  11. 

Studies  commissioned  by  USRA  indicate  that  railways  generally 
have  cost  advantages  over  trucks  in  providing  long-haul  high-density 
transportation  t  but  rails  take  longer  and  are  less  flexible  with  respect  to 
pick-up  and  delivery  times  and  locations.  Rails  are  more  flexible  than 
barges,  but  usually  incur  higher  unit  costs. 

Shippers  are  wiUing  to  pay  premiums  for  quality  service  by  other 
modes,  a  factor  to  be  considered  in  analyzing  the  desirability  of  main¬ 
taining  certain  rail  services.  In  addition,  recent  legislalion  to  increase 
truck  sizes  and  weights  expands  the  economic  potential  for  truck  com¬ 
petition.  No  combination  of  pipeline,  truck  and  barge  service,  however, 
can  replace  fully  the  service  railroads  give  the  Region. 
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This  chapter  examines  the  effects  of  diverting  substantial  freight 
from  railroads  to  trucks  for  11  selected  commodities.  These  effects  encom¬ 
pass  the  increase  in  truck  traffic  volume  such  a  diversion  would  generate, 
the  increase  in  private  shipper  cost  and  the  public  costs  of  additional 
highway  construction  and  maintenance. 


Section  202(b)  (2)  of  the  Act  requires  “an  economic 
.  ,  .  analysis  ...  of  the  extent  to  which  available  alter¬ 
native  modes  of  transportaticm  could  move  such  traffic 
as  is  now  carried  by  railroads  in  reorganization;  (and) 
the  relative  economic,  social  and  environmental  costs 
that  would  be  involved  in  the  use  of  such  available  alter¬ 
native  modes,  including  energy  resource  costs  .  .  .” 

The  Region  is  served  to  some  degree  by  all  alterna¬ 
tive  modes,  including  trucks,  waterways,  pipelines,  air 
cargo  and  small  shipment  services.  In  terms  of  substi¬ 
tutability,  however,  the  major  rail  competition  is  the 
for-hire  and  private  truck,  although  water  and  pipeline 
haulage  is  important  in  certain  areas  for  bulk 
commodities. 

A  number  of  sources  required  for  the  assessment  of 
alternate  mode  service  availability  and  related  costs  are 
detailed  in  other  sections  of  this  report.  Competition 
among  the  several  modes  of  freight  transport  is  dis¬ 
cussed  in  more  detail  in  Chapter  8.  A  first  attempt  at 
measuring  cost  structures  for  the  competitive  modes  is 
also  presented  in  Chapter  8.  Additional  information  on 
substitutability  of  truck  service  for  rail  appears  in 
Appendix  F  for  intermodal  service  generally.  Chapter 
7  and  Appendix  J  deal  with  the  relative  economic  and 
social  costs  of  alternate  mode  service  to  light-density 
points.  The  environmental  costs  of  service  by  various 
modes  are  treated  in  Chapter  11. 

One  of  the  important  determinants  of  comparative 
costs  is  the  degree  of  public  financial  support  received 
by  each  mode  of  transportation.  Since  competitive  rate 
structures  do  not  reflect  costs  borne  by  the  government, 
true  cost  structures  of  the  several  modes  are  not  readily 
apparent.  Availability  of  alternate  modes  and  existing 
modal  splits  of  traffic  are  not  based  on  true  cost  struc¬ 
tures  but  instead  on  costs  as  perceived  by  carriers  in 
each  mode.  Appendix  H  of  this  volume  provides  an 
approximation  of  the  level  of  federal  financial  assist¬ 
ance  provided  to  the  chief  modes  of  transportation. 

Freight  Traffic  in  the  Region 

The  Midwest  and  Northeast  Region  occupies  barely 
one-seventh  of  thie  continental  United  States  but 
accounts  for  over  half  its  economic  activity.  About 
2.5  billion  tons  of  intercity  freight  originated  in  the 
Region  in  1970,  representing  45  percent  of  intercity 
domestic  freight  tonnage  in  the  United  States.  The  rail- 


competitive  trucking  industry  is  the  leading  mode  of 
transportation  in  the  Region,  carrying  37  percent  of 
total  tons  originated  in  1970.  Rail  tonnage  follows 
closely,  contributing  33  percent  of  the  total.  Waterways 
carry  16  percent  of  tonnage,  approximately  half  the 
volume  carried  by  the  railroads.  Pipelines  carry  14  per¬ 
cent  of  total  tonnage,  a  little  less  than  half  the  total 
tonnage  carried  by  the  entire  rail  industry  in  the 
Region.^  (See  Figure  1.) 

FIGURE  1 

MODAL  SPLIT  OF  INTERCITY  FREIGHT  TONNAGE 
ORIGINATING  IN  THE  NORTHEAST  AND  MIDWEST 
REGION  -  1970 


Railroads  retain  the  traffic  leadership  if  ton-miles 
rather  than  tonnage  is  used  to  measure  freight  shares, 
because  rail  average  hauls  are  longer  than  average 
hauls  for  trucks.  Railroads  originate  38  percent  of 
freight  ton-miles  in  the  Region,  compared  with  33  per¬ 
cent  of  total  tons  originated.  Waterborne  shipments,- 16 
percent  of  total  regional  freight  measured  in  tons, 

^  Wilbur  Smith  Associates.  Inc.,  Economic  Btudy  of  Alternative 
ItodcB  for  Rail  Traffic  and  Their  Ooete:  Final  Report,  prepared 
for  U8RA,  January  16,  1976.  These  are  tone  of  output  shipped  in  the 
Re^on.  They  are  adaptations  for  the  Region  of  national  estlmatas 
by  Jack  Pancett  Associates,  Traneportation  Profeetiane  t970-J$8d, 
prepared  for  the  U.S.  Department  of  Transportation,  March  197t. 
For  estimated  shares,  see  Wilbur  Smith,  tables  1,  2  and  3,  pages,  6, 
11  and  12. 
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amount  to  26  percent  of  the  Region’s  ton-miles.  Pipe¬ 
lines  increase  slightly,  from  14  to  15  percent.  The  im¬ 
portance  of  trucking  declines  when  measured  in  ton- 
miles  from'  37  percent  of  total  tons  originated  to  21 
percent  of  total  ton-miles.  Both  for-hire  trucking  and 
private  trucking  experience  a  decline. 

Trucks  are  by  far  the  leading  freight  transport  mode 
in  the  Region  if  the  comparison  is  made  on  the  basis  of 
revenues.  Trucks  originate  63  percent  of  intercity 
freight  revenues  in  the  Region,  about  $15.5  billion  in 

^  FIGURE  2 

ORIGINATED  FREIGHT  REVENUES 
IN  THE  REGION  BY  MODE 
1970 


1970  (see  Figure  2).  A  little  less  than  one-third  of  this 
amount  represents  the  costs  of  truck  operations  per¬ 
formed  by  industries  which  have  private  truck  fleets; 
the  remainder  represents  revenue  earned  by  for-hire 
carriers.  Railroads  generate  only  27  percent  of  total 
revenues,  followed  by  water  (4  percent),  air  freight 
service  (3.5  percent)  and  pipelines  (2.5  percent). 

Manufactured  products  constitute  about  half  of  in¬ 
tercity  freight  tonnages  originating  in  the  Region,  and 
the  trucking  industry  is  the  predominant  carrier  of 
these  products.  Mining  products  constitute  just  under 
one-third  of  the  tonnage  originated  in  the  Region.  Only 
mining  products,  iron  ore,  nonferrous  ores,  coal  and 
piilp  and  paper  manufacturers  use  rail  for  more  than 
half  their  freight  shipments  originating  in  the  Region. 
Measured  by  ton-mil^,  most  mining  sectors  e3;cept  iron 
ores  use  rail  for  over  half  of  their  shipments ;  four-fifths 
o't  the  ton-mile  shipments  of  iron  ore  are  by  water.  In 


manufacturing,  virtually  all  durable  goods  industries 
accumulate  about  half  of  their  ton-mile  shipments  on 
the  rails.  (See  Figure  3.) . 

FIGURE  3 

PERCENT  OF  TOTAL  INTERCITY  FREIGHT 
TONNAGE  BY  MAJOR  COMMODITY 
GROUP  -  1970 

SAND  &  GRAVEL  3% 


SOURCE;  WILBUR  SMITH 
FINAL  REPORT 

Freight  traffic  carried  by  the  bankrupt  railroads  rep¬ 
resents  between  10  and  12  percent  of  the  total  tons 
originated  in  the  Region.  Any  major  diversion  of  the 
traffic  carried  by  these  lines  to  alternate  modes  would 
have  major  and  probably  devastating  implications  for 
the  regional  and  national  economy.  The  physical  prop¬ 
erties  of  much  of  the  traffic  carried  by  rail  and  the  geo¬ 
graphic  location  of  raw  material  sources  and  production 
facilities  indicate  that  a  wholesale  shift  from  the  rail¬ 
roads  in  reorganization  to  alternate  modes  would  be 
very  costly  to  the  economy — a  strong  argument  for 
preserving  a  major  portion  of  the  Region’s  rail  system. 

Freight  Via  Alternate  Modes 

As  discussed  in  Chapter  1,  the  railroad  industry  as  a 
whole  has  experienced  a  significant  decline  in  mariset 
share  since  the  end  of  World  War  II.  The  rail  share  of 
all  intercity  transport  ton-miles  has  declined  from  56 
percent  in  1950  to  approximately  38  percent  in  1973. 
Traffic  shares  lost  by  railroads  have  been  gained  by  mo¬ 
tor  carriers,  pipelines  and:  inland  waterways  other  than 
the  Great  Lakes.  Great  Lakes  shipping,  despite  opening 
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of  the  St.  Lawmioe  Seaway,  has  lost  half  of  its  market 
share  since  the  immediate  post-war  period. 

The  following  is  a  brief  discussion  of  the  availability 
of  modes  other  than  railroads  to  provide  freight  service 
in  the  Region.  More  information  on  this  subject  can  be 
found  in  the  references  cited  in  the  footnotes  to  this 
chapter  and  in  the  Bibliography. 

Pipeline. — Most  of  the  former  rail  traffic  in  those 
commodities  for  which  shipment  by  pipeline  is  highly 
competitive  (liquids  or  flowables  moved  in  large,  con¬ 
tinuous  quantities)  was  diverted  to  pipelines  30  to  40 
years  ago.  The  small  amounts  of  liquids  still  shipped  by 
rail  represent  special  awamodities  and  quantities  un¬ 
economic  for  diversion  to  pipelines. 

Potentially  there  is  another  major  transfer  of  traffic 
from  railroads  to  pipelines  in  the  movement  of  coal  as 
slurry.  This  could  occur  if  rail  costs  continue  to  increase 
in  relation  to  pipeline  costs.  It  would  be  catastrophic  to 
the  rail  industry  in  the  Region  if  coal  slurry  pipelines 
were  developed  to  any  major  extent.  Coal  is  the  most 
important  rail  commodity  in  the  Region  and  is  prof¬ 
itable  to  the  railroads  at  this  time.  Though  the  bank¬ 
rupt  railroads  are  not  as  heavily  dependent  on  coal 
shipments  as  are  other  railroads  in  the  Eastern  District, 
diversion  of  up  to  20  percent  of  the  coal  tonnages 
originated  on  the  bankrupt  lines  to  coal  slurry  pipelines 
or  to  consumption  at  the  coal  mine  site  is  possible. 

This  potential  loss  would  only  occur  over  a  very  long 
term,  however,  and  w’ould  require  substantial  reductions 
in  the  cost  of  pipeline  transport.  For  the  short  term,  the 
worldwide  shortage  of  crude  petroleum  is  increasing 
the  demand  for  coal  and  for  movements  of  coal  by  rail. 
The  immediate  prospect  is  for  increased  coal  shipments 
over  the  railroads  in  reorganization,  not  for  diversion  to 
pipeline  transport. 

Waterways. — For  large-volume  movements  of  dry 
bulk  commodities  over  long  distances  linked  by  water, 
shipment  by  barge,  lake  or  coastal  vessels  is  a  competi¬ 
tive  alternative  to  movement  by  rail.  The  location  of 
major  waterways  as  boundaries  of  the  Region  partially 
limits  this  competition,  causing  it  to  be  concentrated  on 
freight  movements  to  and  from  the  Region.  At  present 
such  movements  are  about  50  percent  of  the  total  ton¬ 
nage  originated  and  terminated  on  railroads  in  the 
Eastern  District.* 

Diversion  of  freight  (almost  entirely  commodities 
transportable  “in  bulk”  or  in  large  tonnage  shipments) 
from  rail  to  water  is  quite  sensitive  to  rates,  and  the 
potential  for  greater  diversion  has  brought  about  lower 
water-competitive  rates  on  certain  rail  movements.  The 
financial  condition  of  rail  carriers  in  the  Region,  there¬ 
fore,  is  affected  both  by  the  generally  low  level  of  water- 

*Flsnre  4  provides  a  comparison  of  “Eastern  District*’  railroads  as 
defined  by  the  ICC,  “OlBclal  Territory”  which  approximates  the  cover¬ 
age  of  the  Eastern  District  raUroads — and  the  IT-state  Region  as 
defined  pursuant  to  the  Act. 


competitive  rates  and  the  low  costs  of  barge  service  on 
specific  segments  of  the  inland  waterway  system. 

Air. — Freight  movements  by  air  are  shipments  of 
high-value  products  in  small  quantities  requiring  very 
quick  delivery.  Little  of  the  freight  now  carried  by  the 
railroads  in  reorganization  is  of  this  nature  and  any 
future  shift  from  rail  to  air  is  insignificant  to  the  future 
of  the  railroads. 

Highway  Freight. — The  versatility  and  quality  of 
service  available  through  the  use  of  trucks,  coupled  with 
the  development  of  the  Interstate  Highway  System, 
have  made  trucking  the  leading  mode  of  transportation 
in  the  Region.  With  respect  to  costs  actually  paid  by 
truckers  versus  railroads,  the  balance  appears  to  be 
moving  in  a  direction  favorable  to  trucking,  despite 
the  recently  legislated  speed  limit  reduction  to  55  m.p.h. 
Vehicle  sizes  were  increased  in  the  1974  Federal- Aid 
Highway  Act  to  encompass  truck  weights  of  80,000 
lbs.  on  the  Interstate  Highway  System  (20,000  lbs.  on 
single  axle  and  34,000  lbs.  on  a  tandem  axle) ,  a  policy 
change  made  explicitly  to  compensate  truckers  for 
speed  reductions  and  consequent  productivity  losses. 
Where  states  allowed  higher  weights  in  1974  on  non¬ 
interstate  highways,  such  weights  may  now  be  allowed 
on  the  Interstate  Highway  System;  15  states  had  al¬ 
lowed  these  higher  limits. 

There  are  also  limitations  on  the  use  of  trucks  due 
to  their  physical  characteristics.  Trucks  have  been  able 
to  capture  virtually  all  of  the  intercity  traffic  in  small 
parcels  or  in  less-than-carload  shipment  lots  formerly 
carried  by  rail.  Trucks  have  made  a  few  inroads  into 
shipments  over  30  tons  but  they  can  accommodate  such 
larger  shipments  by  using  additional  vehicles.  For 
shipments  of  5  to  30  tons,  competition  between  rail  and 
truck  exists  over  a  wide  range  of  products.  For  most 
products  the  truck’s  advantages  of  flexibility  and  qual¬ 
ity  of  service  tend  to  fall  off  with  distance  so  the  aver¬ 
age  length  of  haul  by  truck  is  significantly  shorter 
than  rail. 
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Ducd  or  Multimode. — ^Intercity  freight  movwnents 
involving  two  or  more  modes  for  major  portions  of  the 
line  haul  constitute  still  another  alternative  to  preswit 
all-rail  movements  on  the  railroads  in  reorganization. 
Piggyback  service  (trailers  or  containers  on  railroad 
flatcars — TOFC  and  COFC)  has  grown  rapidly  since 
World  War  II.  This  “new  mode”  has  c<Mne  about  to  taka 
advantage  of  the  k^rengths  of  both  railroads  and  truck¬ 
ing.  Railroads  should  excel  in  providing  transportation 
of  large,  repetitive  volumes  between  distant  terminals, 
while  trucks  normally  are  better  suited  than  railroads 
for  “retail”  collection  and  delivery  service. 

Many  observers  believe  that  growth  of  TOFC  and 
COFC  has  been  held  back  by  a  lack  of  cooperation  be¬ 
tween  the  modes,  by  lack  of  funds  for  investment  in 
multimodal  facilities  and  by  inadequate  public  pro¬ 
motion  and  support ;  these  observers  believe  that  there 
is  a  great  latent  demand  for  dual  mode,  truck-rail 
service  and  that  substantial  cost  and  service  improve¬ 
ments  relative  to  present  TOFC  and  COFC  service 
can  be  achieved.* 

Other  multimodal  services  offer  alternatives  to  all¬ 
rail  freight  transportation  in  the  Region.  Chief  among 
these  are  truck-barge  and  slurry  pipeline-barge. 

Diversion  of  Rail  Traffic  to  Truck 

The  Act  directs  the  Association  to  make  findings 
with  respect  to  the  public  costs  that  would  be  encount¬ 
ered  if  there  were  a  large-scale  shut-down  of  rail  service 
in  the  Region.  It  is  not  possible  to  make  a  precise  deter¬ 
mination  of  this  matter.  However,  some  general  indica¬ 
tions  of  the  magnitude  of  the  impacts  of  such  an  occur¬ 
rence  are  possible.  As  indicated  earlier,  the  Act  clearly 
contemplated  alternative  service  by  several  modes,  not 
simply  trucks.  In  the  near  term,  however,  only  an  ex¬ 
pansion  of  truck  services  could  provide  the  capacity  to 
offset  a  sharp  reduction  in  rail  services;  therefore, 
USRA  has  limited  its  analysis  to  the  extra  costs  of  a 
shift  from  rail  to  truck. 

If  most  rail  service  were  forced  to  terminate,  over  a 
long  period  of  time  a  series  of  innovative  new  combina¬ 
tions  of  transport  services  probably  would  be  devel¬ 
oped:  truck-barge  and  slurry  pipeline-barge  are  per¬ 
haps  the  best  examples.  Within  trucking,  new  adapta¬ 
tions  and  specialization  of  services  would  improve  truck 
costs — particularly  in  increasing  size  of  trucks  and 
trailers  and  development  of  dedicated  highway  facili¬ 
ties.  There  would  be  an  expansion  of  inland  waterways 
with  deeper  dredging  and  higher-capacity  barge  sys¬ 
tems.  Thus  it  is  almost  impossible  to  determine  the 
actual  consequences  of  a  gradual  termination  of 
the  preponderance  of  rail  services  on  the  basis  of 
existing  technologies  or  comparisons  of  traffic  charges. 

*  See  eapecially,  Improving  Railroad  Productivity,  Chapter  IV,  and 
the  dlacuaalon  provided  in  Chapter  8  and  Appendix  F  of  this  report. 


Eight  manufactured  commodities  which  are  prone 
to  truck-rail  competition  without  any  change  in  packag¬ 
ing  requirements  account  for  19  percent  of  all  rail 
freight  originated  in  the  Region,  18  percent  of  termina¬ 
tions,  and  50  and  45  percent,  respectively,  of  manufac¬ 
tured  products.  Morton  has  estimated  that  shippers  of 
these  products  are  willing  to  pay  a  premium  of  up  to 
20  percent  for  the  quality  of  service  offered  by  trucks.* 

Analysis  of  average  truck  and  rail  costs  suggests  that, 
if  the  Region’s  rail  traffic  were  shifted  to  truck  in  about 
half  of  th^  commodities  plus  farm  commodities  which 
account  for  11  percent  of  total  shipments  in  Official  Ter¬ 
ritory,  transportation  costs  to  shippers  would  increase 
by  37  percent.  This  cost  analysis  confirms  the  general 
presumption  that  railroads  have  been  able  to  hold  many 
commodities  which  trucks  are  capable  of  carrying  only 
because  railroads  move  these  goods  at  lower  rates.  The 
higher  quality  of  service  provided  by  trucks  is  impor¬ 
tant  for  much  but  not  all  traffic.  A  coordinated  service 
that  would  utilize  trucks  for  pickup  and  delivery  and 
transloading  to  rail  for  the  line-haul  may  well  be  the 
most  cost-effective  approach  for  many  light  and  medium 
density  movements. 

The  Association  attempted  to  narrow  the  analysis  by 
studying  the  increased  shipper  costs  of  a  major  diversion 
of  freight  from  rail  to  truck  in  a  six-state  area  com¬ 
prised  of  New  York,  New  Jersey,  Pennsylvania,  Ohio, 
Michigan  and  Indiana.*  A  consultant  to  the  Association 
found  that  in  these  six  states  diversion  of  intraregional 
traffic  in  11  commodities  from  the  bankrupt  railroads  to 
truck  would  have  increased  transportation  costs  by  an 
estimated  half  a  billicm  dollars  in  1970.  This  represents 
a  77  percent  increase  over  existing  transportation  cost 
to  shippers.  Expanding  this  sample  to  the  Region  as  a 
whole  results,  very  roughly,  in  an  increase  in  transpor¬ 
tation  costs  amounting  to  $600  million  annually. 

The  Association’s  consultant  also  was  asked  to  look 
at  costs  to  shippers  of  substituted  service  by  truck  in 
two  local  areas.  The  resulting  analysis  of  a  relatively 
rural  area  in  southeast  Indiana  (where  a  significant 
portion  of  the  trackage  has  been  designated  as  poten¬ 
tially  excess  by  the  Report  of  the  Secretary  of  Trans¬ 
portation  in  February  1974)  indicated  that  the  most 

*Tbe  eight  commodities  are  grain  mill  products,  sugar,  miscellane¬ 
ous  food  products,  pulp  and  paper  products,  hydraulic  cement,  con¬ 
crete,  gypsum  and  plaster  products,  steel  mill  products  and  motor 
vehicles  and  parts.  WUbur  Smith  Associates,  Economic  Study  of 
Alternative  Uodet  for  Rail  Traffic  and  Their  Cotta:  Ox>ervieu},  A  Pre¬ 
liminary  Report;  October  4,  1974,  Page  88.  Also  see  A.  L.  Morton, 
Truck-Rail  Competition  for  Traffic  in  Manufacturetf  Proceedings, 
Twelfth  Annual  Meeting,  Transportation  Research  Forum,  1971. 

■  Wilbur  Smith  Associates,  op.  cit.  p.  120.  Intraregional  freight  tor  11 
cjmmodltles  on  railroads  In  reorganisation  accounted  tor  one-flfth  of 
total  railroad  tonnage  In  the  Region.  The  6  core  states  accounted  for 
over  fonr-flfths  of  the  Intraregional  shipments  of  these  6  commodities 
on  the  railroads  In  reorganization  In  the  Region.  The  11  commodities 
studied  Include  field  crops,  grain  mill  products,  coal,  iron  ore,  steel  mill 
products,  motor  vehicles  and  parts,  stone  and  gravel,  manufactured 
building  products,  abrasives,  paper  products  and  Industrial  chemicals. 
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serious  cost  impact  would  fall  on  products  now  trans¬ 
ported  into  the  area  by  rail.  Sixty  percent  of  these 
mo>’oments  consist  of  mining  products,  mainly  coal  and 
gra\^l  and  sand.  These  costs  are  likely  to  experience  a 
49  percent  increase. 

On  shipments  out  of  the  area — 61  percent  of  which 
consists  of  waste,  household  appliances  and  grain  mill 
products,  in  that  order  of  importance — ^the  transporta¬ 
tion  cost  increase  would  amount  to  about  23  percent. 
This  would  still  represent  a  major  burden  on  the  indus¬ 
tries  that  provide  the  economic  base  for  this  area.  In  all 
likelihood,  these  increased  costs  would  'seriously  affect 
the  ability  of  shippers  to  compete  with  similar  indus¬ 
tries  elsewhere  which  were  not  forced  to  divert  to  a 
more  costly  form  of  intercity  freight  movement. 

Public  Costs  of  Diverting  Rail  Traffic 

It  has  not  been  possible  to  estimate  the  full  range  of 
social  and  environmental  costs  of  a  major  shift  of  traffic 
of  the  bankrupt  railroads  to  other  modes.  A  very  tenta¬ 
tive  estimate  was  made  of  the  number  of  additional 
trucks  and  vehicle-miles  necessarj*  to  haul  the  intra- 
regional  traffic  now  being  carried  in  the  11  basic  com¬ 
modities.  In  the  6-state  core  area,  a  diversion  of  these 
11  basic  products  would  increase  the  volume  of  rail- 
competitive  trucking  by  47  percent.  Competitive  truck¬ 
ing  mile^  would  increase  28  percent. 

Additional  vehicle-miles  of  ocwnbination  trucks,  due 
to  the  diversion  of  traffic  from  rail,  ranges  from  an  addi¬ 
tional  14  percent  in  New  Jersey  to  70  percent  in  and 
through  Pennsylvania.  Since  much  of  the  additional 
highway  traffic  would  occur  in  areas  of  concentrated 
demand,  these  additional  vehicles  would  result  in  more 
congestion  near  larger  urban  areas.  This  is  particularly 
significant  because,  in  terms  of  highway  capacity,  high¬ 
way  planners  generally  equate  one  large  truck  with 
four  to  five  automobiles. 

As  a  measure  of  the  social  costs  involved  by  such 
diversion  to  trucks,  it  is  estimated  that  capital  outla3rs 
for  highways  in  the  six  states  in  1970  \vould  have  been 
increased  by  $105  million  (4  percent)  and  maintenance 
outlays  $86  million  (8  percent).  By  extension,  it  is  esti¬ 
mated  that  such  costs  would  increase  on  an  annual  basis 
by  $125  million  and  $94  million  respectively  (or  3  and 
6  percent)  in  the  17-state  Region.  Almost  half  of  the 
total  capital  and  maintenance  outlays  would  have  been 
required  in  Pennsylvania  alone. 

The  estimated  truck  vehicle-miles  required  to  move 
the  intra-regional  shipments  of  the  principal  commodi¬ 
ties  carried  by  the  bankrupt  railroads  would  have  called 
for  additional  rural  highway  needs  in  the  next  20  years 
of  $3.5  billion  in  the  6  core  states  and  $4  billion  for 
the  entire  Region,  or  a  6  percent  increase  in  rural  area 
highway  needs  in  the  6  states  and  a  4  percent  increase 


for  the  Region  as  a  whole.®  The  additional  capital  out¬ 
lays  would  have  ranged  in  1970  alone  from  a  low  of 
$5  million  for  New  Jersey  to  a  high  of  $48  million  for 
Pennsylvania  in  the  6  states  studied.  The  impact  on 
increased  maintenance  expenditures  in  1970  would  have 
ranged  from  $2.6  million  for  New  Jersey  to  $37.5  mil¬ 
lion  for  Pennsylvania. 

The  increased  maintenance  expenditures  over  the  next 
20  years  would  exhibit  a  similar  pattern.  These  in¬ 
creased  outlays'  represent  only  an  estimate  of  what 
would  be  needed  to  handle  the  augmented  highway  traf¬ 
fic  in  the  rural  areas  under  the  assiunption  of  diversion 
to  highways.  With  respect  to  congestion  in  metropoli¬ 
tan  areas,  offpeak  traffic  would  increase  by  5  percent  in 
the  20  largest  metropolitan  areas  in  the  Region. 

Half  of  all  U.S.  highway  maintenance  and  over  40 
percent  of  capital  expenditures  are  made  in  the  Region. 
The  capacity  of  existing  secondary  highways  and 
bridges  somewhat  constrains  further  growth  of  truck¬ 
ing  in  rural  areas.  Testimony  before  the  Rail  Services 
Planning  Office  of  the  Interstate  Commerce  Commis¬ 
sion  indicated  numerous  instances  in  which  it  was  be¬ 
lieved  that  existing  roadways  simply  could  not  handle 
additional  bulk  movements  by  motor  carriers.  Also, 
highway  maintenance  expenditures  have  become  in¬ 
creasingly  burdensome  to  the  states.  Further  reclassi¬ 
fication  of  highways  which  would  result  in  reducing  the 
mileage  available  for  federal  construction  funds,  as 
authorized  by  Section  148  of  the  Federal  Aid  Highway 
Act  of  1973,  would  affect  this  constraint  over  a  period 
of  time.^ 

Some  compensation  for  the  functional  reclassification 
of  highways  to  remove  mileage  from  federal-aid  sys¬ 
tems  is  provided  in  the  1974  amendments  to  the  Federal- 
Aid  Highway  Act  which  authorizes  $200  million  to  be 
spent  in  fiscal  1976  on  roads  not  on  Federal- Aid  high¬ 
way  systems — where  a  substantial  amount  of  highway 
traffic  and  highway  trust  :(und  earnings  originate.  De¬ 
partment  of  Transportation  proposals  for  fiscal  year 
1975  expand  the  spending  flexibility  for  roads  not  on 
Federal -Aid  highway  systems. 

As  noted  earlier,  to  illustrate  more  specifically  the 
impacts  that  could  occur  from  such  diversion,  two  areas 
were  selected  for  more  detailed  study,  one  a  rural  area, 
and  the  other  urban. 

*A8  estimated  by  the  Federal  Highway  Administration,  total  rural 
highway  needs  for  the  Region  as  of  1970  (Including  rural  arterlals) 
amounted  to  almost  $100  billion  for  the  next  20  years.  An  additional 
$24  billion  were  estimated  for  maintenance  requirements  In  rural 
areas  in  the  Region.  If  one  Includes  all  urbau  needs  these  figures 
double  In  amount.  See  1971  National  Highway  Needa  Report,  D.S. 
Department  of  Transportation,  pp.  IV-11  and  IV-83.  Reprinted  as 
House  Document  No.  92-266. 

''  See  Testimony  of  U.S.  Department  of  Agriculture.  Summarised  In 
Rail  Services  Planning  Office,  The  Public  Reaponae  to  the  Secretary 
of  Tranaportation  Rail  Servicea  Report,  Volume  II,  Mid-Atlantic  States, 
October  1974,  p.  123.  Also,  U.S.  Department  of  Agriculture.  Tranaporta¬ 
tion  in  the  Countryaide.  U.S.  Congress.  93d  Congress,  2d  Session,  Com¬ 
mittee  on  Agriculture,  House  of  Representatives,  October  1974. 
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Richmond-New  Castle,  Indiana,  was  selected  as  the 
rural  area.  New  Castle  is  the  crossroads  of  four  Penn 
Central  lines  and  two  Norfolk  &  Western  lines  which 
have  been  identified  as  “potentially  excess”  lines.®  Four 
other  Penn  Central  lines  crossing  this  zone  are  also  des¬ 
ignated  as  “potentially  excess.”  Regarding  impact  on 
this  area’s  highway  system,'  a  possible  peak  of  400  trucks 
added  to  daily  traflSc  counts  on  the  interstate  route  tra¬ 
versing  the  area  is  unlikely  to  place  any  serious  burden 
on  highway  capacity,  although  they  will  add  to  main¬ 
tenance  requirements.  The  annual  increase  in  truckloads 
moving  into  or  out  of  the  area  is  estimated  at  about 
64,000 ;  this  extra  truck  traffic  would  involve  significant 
increases  in  fuel  consumption  and  in  pollution. 

Toledo,  Ohio,  was  selected  for  further  analysis  ^  a 
representative  urban  area.  Toledo  ranks  eleventh  in  the 
generation  of  oarloadings  in  the  Region.  Four  of  the 
lines  of  the  railroads  in  reorganization,  and  three  lines 
of  the  Norfolk  &  Western  which  converge  upon  entering 
the  Toledo  area,  have  been  designated  as  “potentially 
excess.”  The  6.75  million  tons  originating  and  terminat¬ 
ing  in  Toledo  would  require  about  400,000  truckloads 
annually,  or  an  average  of  1,400  truckloads  daily,  into 
the  area  to  handle  this  tonnage  if  it  were  all  diverted 
from  rail  to  trucks.  These  1,400  trucks  would  represent 
about  a  39  percent  increase  in  the  truck  traffic  flow  on 
local  streets  and  an  increase  of  8  percent  in  offpeak-hour 
truck  operations.  Although  not  a  serious  problem  for 
traffic  on  the  Interstate  Highway  System,  this  increased 
trucking  to  and  from  delivery  points  in  the  Toledo  area 
would  represent  a  serious  increase  in  congestion. 

Alternate  Mode  Service  to  Light  Density  Lines 

One  of  the  key  studies  being  performed  by  the  USRA 
concerns  service  to  light  density  locations.  As  fully  de¬ 
scribed  in  Chapters  16  and  17  of  Volume  II,  the  study 
process  involves  analysis  of  two  critical  factors:  the 
costs  and  revenues  of  providing  rail  service  on  each 
identified  light  density  line,  using  1973  data  and  various 
assumptions  about  traffic  growth  or  rate  changes;  and 
employment  and  economic  effects  on  local  communities 
if  they  were  to  lose  rail  service. 

The  Association  has  posed  the  question,  both  as  a 
policy  matter  and  as  a  research  technique,  of  what  in¬ 
crease  (or  decrease)  in  transportation  costs  local  ship¬ 
pers  would  experience  if  they  were  to  use  truck  service 
instead  of  rail  service.  This  extra  (or  reduced)  cost  is 
a  key  element  in  estimating  the  impact  on  the  commu¬ 
nity  of  rail  service  discontinuance.  Findings  on  this 
issue  are  presented  in  Chapter  7  and  Appendix  J.  Re¬ 
lated  studies  also  provided  the  Association  with  esti¬ 
mates  of  the  energy  consumption  and  pollution  impacts 

*  Department  of  Transportation,  Rail  Service  in  Midwest  and  North¬ 
east  Region,  February  1974.  For  traffic  estimates  of  diversion  to 
truck  in  Rlcbmond-New  Castle,  Indiana,  and  Toledo.  Ohio,  see  Wilbur 
Smith,  op.  dt.,  p.  176. 


of  substituting  truck  service  for  rail.  Indications  of 
the  scale  of  those  effects  are  presented  in  Chapter  11. 

In  considering  the  extra  costs  or  savings  from  the 
use  of  substituted  service  for  light  density  rail  lines,  the 
relevant  costing  technique  is  again  total  distributitm 
costs.  Branch  line  rail  users  are  no  different  in  this 
respect  than  shippers  located  on  main  lines.  In  both 
cases  the  shipper  must  calculate  transportation  costs  as 
only  one  element  in  the  range  of  production,  inventory 
and  final  distribution  costs.  The  private  decision  on 
mode  choice  between  rail  and  truck  is,  therefore,  very 
much  like  the  public  benefit/cost  analysis  associated 
with  retention,  subsidy  or  abandonment  of  light  density 
rail  lines  in  view  of  possibilities  for  substituted  service 
by  truck. 

The  community  impact  study  results  presented  in 
Volume  II  indicate  a  smaller  range  of  adverse  effects  at 
the  county  level  than  one  might  expect  from  examina¬ 
tion  of  testimony  presented  to  the  RSPO.  In  many  low- 
volume  areas,  truck  service  would  be  chosen  over  rail  if 
total  energy  and  economic  resource  consumption  factors 
were  considered.  Chapters  7,  11  and  Appendix  J  offer 
documentation  of  this  finding. 

There  are  many  instances,  to  be  sure,  where  light 
density  rail  lines  will  not  be  recommended  for  inclusion 
in  the  Final  System  Plan.  Unless  subsidy  or  sale  is  ar¬ 
ranged  for  these  lines,  rail  service  will  be  terminated, 
and  shippers  will  have  to  relocate  or  use  truck  service 
that  probably  is  more  costly  than  existing  rail  service. 
Communities,  local  shippers  and  consumers  would  have 
to  bear  these  extra  costs.  Initial  research  indicates, 
again,  that  these  extra  costs  are  not  onerous,  except  in 
a  few  specific  cases  (see  Appendix  J).  If  rail  service  is 
abandoned,  changes  in  trucking  service  and  cost  levels 
will  reduce  even  these  limited  impacts. 

Conclusions 

The  mature,  industrialized  communities  in  this  Re¬ 
gion  require  an  assured  flow  of  minerals,  agricultural 
goods  and  bulk  and  heavy  machinery  shipments  from 
other  areas.  If  the  facilities  of  bankrupt  railroads  were 
removed  from  service,  the  impact  upon  both  urban  and 
smaller  local  areas  of  the  Region  would  be  severe.  In  re¬ 
cent  years,  railroad  strikes  and  truck  stoppages  have 
.  indicated  the  great  dependence  of  the  economy  on  relia¬ 
ble,  coordinated  freight  transportation.  Each  mode  con¬ 
tributes  to  the  transportation  system,  but  the  nagging 
questions  remain :  Do  we  now  have  the  best  division  of 
freight  traffic  among  the  modes  ?  To  what  extent  has  un¬ 
balanced  public  financial  support  for  the  various  modes 
altered  optimum  utilization  of  each  mode  ?  There  is  evi¬ 
dence  that  public  financial  support  for  other  modes  has 
had  a  substantial  negative  impact  on  railroads. 

National  transportation  policy  should  have  the  over¬ 
all  goal  of  minimizing  total  re^urce  consumption  in 
the  transportation  of  goods  and  people.  If  an  altema- 
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tive  mode  is  available  to  areas  now  served  by  railroads, 
public  costs  should  be  considered  in  adopting  a  policy 
toward  the  comp^itive  modes.  There  are  social,  envi¬ 
ronmental  and  energy  costs  involved  in  serving  areas  by 
truck  or  water  which  should  be  compared  to  the  costs 
involved  in  various  forms  of  assistance  to  the  railroads 
within  the  Region.  To  the  extent  that  total  costs  are 
lower  for  the  other  modes,  the  use  of  such  other  modes 
should  be  increased  and  vice-versa. 

In  the  17-state  Region,  rail  competes  with  highway, 
water,  air  and  pipeline  transport.  The  ubiquity  of  the 
highway  network  and  technical  advances  in  road  equip¬ 
ment  make  truck  competition  especially  formidable. 
Railwa3rs  generally  have  cost  advantages  over  trucks  in 
providing  line-haul  and  long  distance  movement  of  car¬ 
load  lots  but  are  less  able  to  provide  quick  delivery  and 
are  less  flexible  with  respect  to  pickup  and  delivery 
times  and  locations.  Rail  is  more  flexible  and  faster 
than  barges,  but  often  at  higher  unit  costs.  No  combina¬ 
tion  of  pipelines,  truck  and  barge  service  can  replace 
fully  the  service  provided  by  railroads. 


Shippers  have  indicated  a  willingness  to  pay  pre¬ 
miums  for  the  quality  of  service  provided  by  other 
modes,  and  this  is  a  factor  to  be  considered  in  analyzing 
the  desirability  of  maintaining  rail  service  or  encour¬ 
aging  service  by  alternative  modes.  Railroads  may  not 
be  the  best  mode  of  performing  traditional  terminal 
services.  However,  railways  can  rely  on  truck  subsidi¬ 
aries  or  contract  truckers  to  perform  some  of  the  pickup 
and  delivery  service,  with  transfer  to  and  from  rail  at 
appropriate  terminals.  While  trucks  are  limited  in  what 
they  can  carry  economically,  recent  legislation  to  in¬ 
crease  the  sizes  of  such  vehicles  will,  absent  other  fac¬ 
tors,  expand  the  universe  of  truck-eligible  traffic. 

In  cases  where  light  traffic  volume  makes  rail  service 
uneconomical,  and  service  continuation  subsidy  is  not 
justified,  some  substitution  of  truck  for  rail  service  will 
take  place.  If  existing  highways  are  not  able  to  handle 
increases  in  heavyweight  trucking,  additional  highway 
expenditures  may  be  necessary.  No  doubt  there  are  cases 
where  the  costs  of  such  highway  expansion  would  ex¬ 
ceed  the  rail  continuation  subsidy  requirement. 
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V. 


11 


Factors  Affecting  Environmental 
Assessment  of  the  System  Plan 

The  Regional  Rail  Reorganization  Act  of  197S  recognizes  that 
efficient  and  safe  high-density  rail  service  can  play  a  vital  role  in  conserv¬ 
ing  energy  and  protecting  the  environment.  The  Act  directs  the  Association 
to  assess  the  potential  environmental  and  energy  use  advantages  and  dis¬ 
advantages  of  providing  transportation  by  railroads  and  other  modes. 

This  chapter  provides  background  for  an  assessment  of  the  environ¬ 
mental  consequences  of  any  plan  to  restructure  the  rail  system  in  the 
Region.  USRA  findings  were  drawn  from  internal  and  external  sources, 
including  studies  prepared  by  federal,  state  and  independent  agencies, 
and  testimony  presented  at  Rail  Services  Planning  Office  hearings. 

These  findings  have  led  to  the  conclusion  that,  although  rail  service 
is  more  efficient  than  other  modes  for  long-  and  medium-haul  traffic,  the 
use  of  trucks  for  many  short,  light-density  hauls  would  lower  current 
levels  of  harmful  emissions,  decrease  energy  consumption  and,  most 
important,  aid  in  providing  a  high  quality  rail  system.  The  most  signifi¬ 
cant  environmental  benefit  associated  with  rail  service  is  to  insure  the 
retention  of  quality  rail  service  in  major  markets. 
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All  human  activities  require  energy  and  affect  the 
envirwunent.  The  magnitude  of  these  envir(Mimental 
consequences  depends  both  on  the  aggregate  amownt 
of  human  activity  (a  function  of  population  and  c(mi- 
sumption  per  person)  and  on  the  type  of  activities  peo¬ 
ple  engage  in  or  the  kinds  of  products  they  consume. 
The  transport  sector  of  the  economy  uses  large  amounts 
of  land  and  energy  and  has  manifold  environmental 
effects.  In  1973,  all  transportation  accounted  for  31 
percent  of  the  energy  consumed  in  the  United  States, 
but  freight  and  common  carrier  passenger  transporta¬ 
tion  consumed  only  12  percent.  Transport  facilities,  in¬ 
cluding  principally  highways,  roads  and  streets,  air¬ 
ports,  railroad  yards  and  port  facilities  occupy  1.5 
percent  of  America’s  land  area. 

Trajisport-related  environmental  impacts  arc  more 
directly  dependent  on  types  of  economic  activities  than 
on  total  growth  of  the  economy.  As  noted  in  Chapter  1, 
transport  demand  is  growing  more  slowly  than  GNP. 
At  the  same  time,  however,  and  as  noted  in  Chapter  8 
and  Chapter  10,  the  mix  of  transport  modes  is  chang¬ 
ing  dramatically.  Railroads  are  losing  market  shares 
to  trucking  and  inland  waterways.  Rail  passenger  traf¬ 
fic  has  shifted  to  private  autos  and  airlines.  These  shifts 
have  been  made  to  accommodate  the  changing  nature 
of  economic  activity  and  altered  service  requirements  or 
preferences  of  shippers  and  travellers-  In  each  example 
cited  above,  the  envirmunental  impact  of  the  shift  al¬ 
most  certainly  has  been  negative.' 

In  sum,  transportation  causes  a  substantial  part  of  the 
pollution-generation  problem  of  a  modern  industrial 
society,  and  the  rail  contribution  to  that  problem,  while 
not  insignificant,  is  only  3-4  percent  of  all  energy  used. 
It  is  clear  that  the  growtli  of  freight  transport  activity 
is  less  of  a  reason  for  environmental  concern  than  the 
shift  away  from  railroad  transportation  during  the 
post-war  period. 

The  Regional  Rail  Reorganisaition  Act  clearly  man¬ 
dates  assessment  of  the  relative  environmental  impact 
of  railroad  service  versus  transport  by  alternate  modes. 
This  chapter  presents  a  foundation  for  such  an  assess¬ 
ment,  by  discussing  relative  energy  consumption  and 
pollution  emissions  of  the  various  modes — with  qualifi¬ 
cations  based  on  types  of  transport  services  provided. 
Battel  le  Memorial  Institute  of  Columbus,  Ohio,  under 
contract  to  the  Association,  will  prepare  an  environ¬ 
mental  assessment  of  the  Final  System  Plan  that  will 
incorporate  findings  of  other  studies. 

Congress  intended  that  the  plan  for  restructuring  rail 
service  in  the  Northeast  and  Midwest  achieve  several 
environmental  goals.  Section  206(a)(6)  of  the  Act 
directs  that  the  Final  System  Plan  be  formulated  to 
achieve : 

attainment  and  maintenance  of  any  environmental  stand¬ 
ards*,  particularly  the  applicable  national  ambient  air 

’  Barry  Commoner.  Michael  J.  Corr  and  Paul  J.  Stamler,  “The 
Causes  of  Pollution,”  Environment  (Apr.  1971 ),  p.  3. 


standards  and  plans  established  under  the  Clean  Air  Act 
Amendments  of  1970,  taking  into  consideration  the  environ¬ 
mental' impacts  of  alternative  choices  of  action. 

Section  202(b)  (2)  indicates  that  the  Association  should 
inve^igate : 

the  extent  to  which  available  alternative  modes  of  trans¬ 
portation  could  move  such  traffic  as  is  now  carried  by  rail¬ 
roads  in  reorganization;  and  the  relative  social,  economic, 
and  environmental  costs  that  would  be  involved  in  the  use 
of  such  available  alternative  modes,  including  energy  re¬ 
source  costs. 

Other  references  to  environmental,  social  and  energy 
considerations  appear  elsewhere  in  Sections  202  and  206. 

Although  the  Association  must  consider  the  environ¬ 
mental  effects  of  railroad  operations  in  the  course  of  its 
planning  process.  Section  601  (c)  of  the  Act  specifically 
exempted  the  Association  from  the  preparation  of  an 
Environmental  Impact  Statement  (EIS)  during  the 
planning  stage.  After  the  effective  date  of  the  Final 
System  Plan,  various  activities  of  the  restructured  rail¬ 
roads  may  be  subject  to  the  provisions  of  the  National 
Environmental  Policy  Act. 

This  chapter  seeks  to  provide  a  general  appreciation 
of  the  type  and  magnitude  of  environmental  conse¬ 
quences  that  are  likely  to  flow’  from  restructuring  rail 
service  in  the  Region.  In  so  doing,  it  provides  initial 
answ’ers  to  such  important  questions  as  these:  If  opera¬ 
tions  of  the  railroads  in  reorganization  were  to  be  dra¬ 
matically  curtailed  in  scope,  perhaps  eliminated,  what 
would  be  the  environmental  impact?  What  will  be  the 
effect  on  local  environments  of  discontinuing  rail  serv¬ 
ice  on  light-density  lines?  How’  do  the  environmental 
effects  of  railroads  compare  with  those  of  competing 
modes  of  transportation  ? 

The  material  in  this  chapter  draws  heavily  on  previ¬ 
ous  studies  of  transportation  effects  on  the  environment 
conducted  by  the  Environmental  Protection  Agency, 
Council  on  Environmental  Quality,  the  Departments 
of  Commerce,  Interior,  and  Transportation  and  other 
federal  and  state  agencies.  Findings  made  by  these 
agencies,  in  conjunction  with  federal  regulations  and 
state  and  local  ordinances,  have  modified  the  activities 
of  Commerce,  Interior,  and  Transportation  and  other 
this  trend  will  continue.  In  addition  to  reviewing  previ¬ 
ous  studies  and  testimony  presented  to  the  RSPO,  the 
Association  sponsored  several  studies  directed  at  an  en¬ 
vironmental  assessment  of  the  Final  System  Plan.  S<Mne 
of  the  preliminary  findings  of  these  studies  are  described 
in  this  chapter. 

Environmental  Effects  of  the  Modes 

The  various  modes  of  transportation  differ  with  re¬ 
spect  to  their  impact  on  the  environment.  This  section 
discusses  those  differences  in  the  cat^ories  of  energy 
consumption,  air  pollution,  noise  and  water  pollution, 
concentrating  on  mainline  traffic  movements. 
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Successful  restructuring  of  the  Midwest  and  North¬ 
east  rail  system  under  the  Final  System  Plan  would 
prevent  an  abrupt  change  in  the  mix  of  transport  modes 
that  would  substantially  alter  fuel  consumption  pat¬ 
terns.  If  the  Final  System  Plan  were  to  result  in  a  sig¬ 
nificant  increase  in  truck  traffic  through  urban  areas 
where  pollutant  concentrations  are  already  high, 
the  Plan  might  impinge  upon  transportation  con¬ 
trol  plans  adopted  by  some  air  quality  control  regions. 
Any  switch  from  rail  to  truck  transport  for  longer  dis¬ 
tances  would  increase  pollutant  emissions  from  truck 
engines  substantially  more  than  the  corresponding  de¬ 
crease  in  locomotive  emissions.  Presumably,  a  small 
incremental  increase  in  truck  traffic  along  rural  roads 
replacing  minimal  rail  traffic  along  branch  lines  would 
not  produce  enough  change  in  pollution  emissions  to 
violate  air  quality  standards. 

Other  aspects  of  the  restructured  rail  service  are  also 
potentially  significant.  For  example,  increased  rail  elec¬ 
trification  would  increase  the  amount  of  fuel  being  con¬ 
sumed  by  electric  generating  stations  with  an  attendant 
growth  in  particulate  and  sulfur-oxide  concentrations 
of  the  air  down-wind  of  these  power  plants,  but  would 
reduce  rail  diesel  emissions  enroute.  Increased  rail  com¬ 
muter  service  also  would  reduce  the  amount  of  internal- 
combustion  engine  emissions  from  the  automobile  in 
commuting  areas. 

Energy  for  Train  Movement 

Total  U.S.  energy  consumption  for  1972,  in  quad¬ 
rillions  of  BTUs,  is  shown  in  Table  1.  Within  the  trans¬ 
portation  sector  shown,  about  74  percent  of  total  energy 
use  is  for  passenger  movement.  Another  23  percent  of 
transportation  energy  consumption  is  for  local  and 
intercity  trucking,  rail  freight  movements  and  air-pas¬ 
senger  transportation.  The  balance  of  3  percent  is  con¬ 
sumed  by  water,  pipeline  and  air-freight  carriers.  Over 
the  past  decade,  transportation  energy  use  has  been  in¬ 
creasing  by  4  to  5  percent  annually,  a  higher  rate  than 
traffic  growth.  This  reflects  shifting  modal  shares  and 
perhaps  operating  practices  which  are  less  energy  effi¬ 
cient  than  those  used  in  the  past.® 


Table  1. — U.S.  energy  ooneumption 


Sector 

Consump¬ 

tion 

Percent 

Household  and  commerciaL . 

lAO 

SO 

Industrial . 

22.9 

SO 

Transportation . 

l&S 

SI 

Total . 

59.2 

100 

Source;  Federal  EnerKy  Administration. 


Energy  sources  for  the  transportation  sector  in  1972 
are  shown  in  Table  2. 

*  Peat,  Marwick  and  Mitchell,  Induitrial  Energy  Studiee  of  Ground 
Freight  Trantportation,  July  1974. 


Table  2.— Energy  aourcet  for  tranaportation 
Source :  TrUUone  of  BTUe  conaumed 


Coal _  4^  3 

Oil  - 17,498.6 

Gas  -  780,9 

Electricity  from  utilities _  16.5 

- 

Total  - 18y306.2 


Source :  Federal  Energy  Administration. 

Plainly,  oil  is  the  mainstay  of  the  transportation  sec¬ 
tor:  54  percent  of  the  Nation’s  petroleum  fuel  consump¬ 
tion  is  used  to  produce  transportation  services.®  World 
oil  reserves  fluctuate  with  exploration  activity  and  dis¬ 
covery,  but  should  not  be  considered  inexhaustible.  It  is 
imperative — even  without  considering  import  uncer¬ 
tainties  and  rising  prices — to  conserve  the  use  of  petro¬ 
leum  to  the  extent  that  this  can  be  done  without 
economic  and  social  disruption. 

Figure  1,  based  on  the  findings  of  Peat,  Marwick  and 
Mitchell,  shows  relative  energy  consumption  by  trans¬ 
port  mode.  According  to  these  data,  the  ratio  of  fuel 
used  per  ton-mile  moved  is  substantially  lower  for  rail¬ 
roads  than  trucks.  Inland  waterway  and  pipeline  ener¬ 
gy  consumption  per  ton-mile  is  slightly  better  than  for 
all  railroads,  but  if  the  comparison  is  drawn  with  heavy- 
unit  trains — the  type  of  service  which  if  necei^ry  could 
substitute  for  barge  and  pipeline  movements — railroads 
are  more  energy  efficient  than  these  modes  as  well. 

The  findings  for  energy  intensiveness  of  railways 
compared  with  trucking  are  of  particular  relevance  be¬ 
cause  these  are  the  two  ubiquitous  modes.  Rails  and 
trucks  compete  for  carload  traffic  in  almost  every  town 
of  the  Nation.  It  was  largely  for  this  reason  that  Chapter 
10  concentrated  so  heavily  on  the  rail-truck  trade-off. 
Similarly,  testimony  before  the  RSPO  frequently  ad¬ 
dressed  the  relative  energy  savings  of  service  by  rail 
compared  to  truck.* 

ricuH  I 

ENERGY  INTENSIVENESt 


*  Wilbur  Smith  and  Associates,  Economic  Study  of  Alternative  Modes 
and  Their  Costs:  Final  Report,  p.  149. 

*For  example,  Rep.  Barber  B.  Conable,  Jr.  (N.Y.)  testified:  “The 
substantial  energy  efliclency  advantages  of  railroads  In  long-haul  freight 
service  are  well  recognized  and  should  be  encouraged  .  . 
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Table  3. — Variations  in  energy  intensiveness  by  mode 


Btus  per  net  ton-mUe 

Ton-miles/gallon 

Rand  Ciorp. 
“Methods  for 
est.  eol.  energy 
and  demand  m 
freight 

transportation” 

Battelle  Laboratories  "Energy 
required  for  movement  of 
intercity  freight” 

Oak  Ridge 
National 
Laboratories 

(Btu/ton-mile  at  188,690  Btu/gal) 

Emissions 
analysis  basis 

Fud-use  basis 

1 

Camegie- 
MeUon  U. 

DOT 

FEA 

20 

240  (578) 
267  (519) 

1 10  (18,500) 

420  (880) 
97  (1,480) 

500 

1,850 

68,000 

HIIIIIIIIIIIIM 

680 

450 

42,000 

1 

800  (468) 

276 

807 

6 

HHHIIIIIIIIIIIII 

mmiiiiiiiiiiiii 

ihhhhhhhvm 

Railroad: 

•0,000  gross  fam  unit  train  (200  cars)  at  25 

HH 

■Hlllllllllllllll 

|||||||||||||■■|| 

■HmiMiiiiiii 

■hhhhbhm 

Total  freight . 

750 

1 

680 

500 

2,800 

1,870 

670 

180  (771) 

197 

‘475 

HHHIIIIIIIIIIIII 

Trucking: 

2,400 

2,800 

50  (2,774) 

53 

>1,780 

HHIHIHIHIHIH 

mumiiiiiiiiiii 

19 

nummiiii 

■■■■I 

■■■■■I 

>  Kerosene  at  186,000  Btu  per  gallon.  *  Excludes  fuel  spillage  and  waste. 


Table  3  represents  an  effort  to  show  that  the  Peat, 
Marwick  and  Mitchell  findings  displayed  in  Figure  1 
are  corroborated  in  several  other  studies.  These  studies 
use  different  bases  and  arrive  at  various  different  esti¬ 
mates,  but  there  is  a  remarkable  degree  of  uniformity 
in  their  findings. 

To  be  sure,  the  comparisons  shown  in  Figure  1  are 
based  on  ton-mil^  and  thus  do  not  reflect  different 
values  in  the  goods.  Furthermore,  ton-mile  calculations 
for  railroads  usually  fail  to  include  the  additional  trans¬ 
portation  to  and  from  the  rail  head.  Accordingly,  the 
number  of  ton-miles  required  to  move  goods  between 
points  intermediate  to  rail  terminals  can  be  greater  than 
if  the  shipment  moved  entirely  by  truck.  This  is  particu¬ 
larly  important  for  shipments  moving  relatively  short 
distances.  These  drawbacks  noted,  no  better  index  is 
available.® 

Many  factors  affect  the  relationship  of  fuel  consump¬ 
tion  to  ton-mile  production.  The  principal  physical  re¬ 
source  consumed  in  both  train  and  truck  operation  is 
diesel  fuel.  Fuel  consumption  is  a  function  of  engine 
efficiency  and  power  requirements  and  diesel  engine  ef¬ 
ficiency  varies  with  engine  size.  In  this  respect,  railroads 
are  favored  over  trucks  because  rail  diesels  have  large 
displacement  and  hence  generate  less  friction  per  unit 
of  tractive  effort.  Of  course,  the  performance  of  any  en¬ 
gine  depends  upon  the  maintenance  programs  designed 
to  maximize  engine  efficiency  over  the  long  run. 

Power  requirements  of  the  two  modes  differ  con¬ 
siderably.  Generally  they  relate  to  mass  and  speed.  The 
energy  required  for  traction  increases  with  speed.  Fre¬ 
quent  changes  of  speed  produce  kinetic  energy  require¬ 
ments,  and  trucks  are  more  sensitive  to  this  than  trains, 

*  American  Trucking  Association.  Dehnnkiny  the  Roil  Energy  Efficieneu 
Uyth,  August  1»74,  and  The  Ton-MUe,  Does  It  Properly  Ueaeure  Trans- 
portntiOH  Output,  January  1975. 
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although  accelerating,  decelerating,  changing  grade  and 
braking  characterize  both  modes. 

Comparative  power  requirements  are  also  affected 
by  load  factors  and  optimum  cargo  densities — which 
are  higher  for  railroads  than  trucks.  Other  considera¬ 
tions  are  circuity,  empty  equipment  movement,  the  re¬ 
lationship  between  gross  weight  and  payload  and  the 
horsepower-to-weight  ratios  of  the  tractor  and  loco¬ 
motive. 

An  ideal  comparison  between  rail  and  truck  would 
use  engineering  functions  to  relate  differences  in  op¬ 
erational  characteristics  to  energy  usage.  Unfortu¬ 
nately,  this  approach  is  not  jiossible  because  the  nec¬ 
essary  data  are  not  available;  the  complexity  of  the 
issue  has  so  far  defied  investigation. 

Electrification  and  Energy 

Railroads  are  the  only  surface  mode  of  transport  for 
which  the  substitution  of  other  fuels  for  petroleum  is 
technically  feasible.  Although  the  overall  energy  effi¬ 
ciency  of  electric  rail  propulsion  may  be  about  the  same 
as  that  of  the  modem  diesel,  the  source  of  energy  can 
be  coal,  nuclear,  hydroelectric,  solar  or  other  sources. 
A  study  *  has  estimated  that  electrifying  the  6,200  miles 
of  main  line  railroad  with  the  highest  density  traffic 
would  cost  almost  $900  million  (excluding  power 
plants)  and  would  shift  the  movement  of  about  200  bil¬ 
lion  net  ton-miles  (1973)  of  freight  away  from  oil  de¬ 
pendency.  At  200  net  ton-miles  per  gallon,  this  could 
save  up  to  1  billion  gallons  of  fuel  (1973),  or  24  per¬ 
cent  of  all  the  diesel  fuel  used  in  1973  by  Class  I  rail¬ 
roads,  5  percent  of  all  petroleum  used  for  ground 

•  Pan-Technology  Conaulting  Corporation,  Inc.,  Cost-Effectiveness 
Review  of  Railroad  Electrification,  prepared  for  Federal  Railroad  Admin¬ 
istration,  Department  of  Transportation,  Washington,  D.C.,  April  197,3. 
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freight  transportation  or  0.4  percent  of  total  petroleum 
consumption  in  the  U.S. 

The  electrification  of  a  rail  line  requires  3  to  5  years. 
A  minimum  of  1  year  is  required  to  design  the  system, 
including  safety  and  signal  change  requirements,  and 
at  least  2  years  is  required  to  construct  and  test  the  sys¬ 
tem.  Const  ruction  of  the  electric  transmission  system 
without  interference  to  traffic  is  a  further  complica¬ 
tion. 

The  major  disadvantage  of  electrification  has  been  its 
marginal  economic  return  in  view  of  the  cost  of  capital. 
Investment  of  $125,000  to  $200,000  per  route  mile  (not 
including  power  stations  or  transmission  facilities) 
would  be  required.^  Moreover,  the  recent  energy  short¬ 
age  has  tested  the  ability  of  the  utilities  in  general  to 
meet  even  existing  demand,  much  less  added  demand. 
Environmmental  concerns  and  the  renewed  demand  for 
coal  may  cause  generating  capacity  and  fuel  supply 
problems  in  the  short  term. 

Air  Pollution 

Direct  engine  exhaust  emissions  have  been  identi¬ 
fied  as  a  major  factor  in  the  degradation  of  the  en¬ 
vironment.  The  principal  pollutants  resulting  from 
diesel-fuel  combustion  are  carbon  monoxide,  unburned 
or  partially  burned  hydrocarbons,  oxide's  of  nitrogen 
and  sulfur,  smoke,  other  particulates  and  odor. 

Comprehensive  data  on  diesel-engine  exhaust  emis¬ 
sions  are  not  readily  available.  However,  the  Battelle 
Columbus  Laboratories  estimated  that  in  1970  Ameri¬ 
can  railroads  generated  800,000  tons  of  gaseous  emis¬ 
sions  (particulates  excluded)  and  26,000  tons  of  smoke 
emissions.  Figure  2  puts  this  in  perspective. 

Figure  3  shows  Battelle  Columbus  Laboratories  cli¬ 
mates  of  air-pollutant  emissions  from  all  transportation 
sources  in  a  recent  year. 

Clearly,  light-duty  gasoline  engines  such  as  those 
used  in  automobiles  and  panel  trucks  are  the  principal 
source  of  emissions,  but  the  significant  comparison  for 
freight  service  is  the  fact  that  diesel  trucks  produce 
almost  half  again  as  many  tons  of  emissions  as  do  rail¬ 
roads,  while  all  trucks  (both  for  hire  and  private,  and 
mainly  diesels)  produce  only  a  little  more  than  half  as 
many  intercity  ton-miles  of  freight  movement  as  rail¬ 
roads  do. 

The  relationship  between  energy  input  and  pollu¬ 
tion  output  is  the  same  as  the  energy  consump¬ 
tion  ratios  for  intercity  freight  movement  by  truck  and 
rail — about  four  to  one.  A  study  for  the  year  1970" 
indicated  that,  with  trucks  carrying  almost  half  as  much 
freight  traffic  as  railroads,  truck  emissions  were  approx¬ 
imately  double  those  of  the  railroads.  This  finding 

f  Peat.  Marwick  and  Mitchell,  Tndugtrial  Energy  Studies  of  Ground 
Freight  Transportation,  July  1974,  pp.  lx-15. 

*  Battelle  Columbus  I.rfiboratorles,  A  Study  of  the  Environmental 
Impact  of  Projected  Increases  in  Inter-City  Freight  Traffic,  AAR, 
August  1971. 


FIGURE  2 

LOCOMOTIVE  GASEOUS  EMISSIONS  -  1970 


LOCOMOTIVE  EMISSION  OF: 

•0.35%  SULFUR  CONTENT  OF  FUEL  ASSUMED 


SOURCE:  Study  by  Southwest  Research 
Institute-  for  the  U.S,  Environmental 
Protection  Agency. 

agreed  with  those  of  a  study  performed  for  the  Depart¬ 
ment  of  Health,  Education  and  Welfare  in  1968." 

*  Nationwide  Inventory  of  Air  Pollutant  Emissions,  1968,  National 
Air  Pollution  Control  Administration,  DHBW,  August  1970. 


149 


9482 


FIGURE  3 


PERCENT  OF  AIR  POLLUTANT  EMISSIONS  FROM 
ALL  TRANSPORTATION  SOURCES  -  1968 


SOURCE:  BATTELLE  COLUMBUS  LABORATORIES, 

•  A  STUDY  OF  THE  ENVIRONMENTAL  IMPACT 
OF  PROJECTED  INCREASES ]N  INTERCITY 
FREIGHT  TRAFFIC  TO  ASSOCIATION  OF 
AMERICAN  RAILROADS,  AUGUST  1971,  p.  18 

A  comparison  of  Tables  4  and  5  illustrates  that  en¬ 
ergy*  consumption  and  air  pollution  output  are  directly 
proportional.  Use  of  a  thousand  gallons  of  fuel  in  a 
locomotive  produces,  on  the  average,  688.5  pounds  of 
emi^ions.  The  comparable  figure  for  trucks  is  678 
pounds.  Essentially,  this  one-to-one  relationship  yields 
the  four-to-one  modal  pollution  relationship.  Although 
trains  and  trucks  produce  approximately  the  same 
amount  of  emissions  |>er  thousand  gallons  of  fuel,  the 
composition  differs.  The  rail  mode  produces  significant¬ 
ly  more  particulates,  sulfur  oxides  and  hydrocarbons, 
while  truck  emissions  concentrate  carbon  monoxide. 
Whether  one  combination  is  more  deleterious  than  the 
other  is  unknown. 

Two  specific  considerations  are  im^xised  upon  the 
Final  System  Plan  by  Section  601(c)(1)  of  the  Act 
with  respect  to  air  pollutant  emissions.  First,  the  emis¬ 
sions  must  meet  the  requirements  of  all  State  Imple¬ 
mentation  Plans  (SIPs),  which  set  forth  control  strate¬ 
gies  to  achieve  air  quality  standards  between  1975  and 
1978.  The  SIPs  include  emission  standards  for  station¬ 
ary  sources,  such  as  power  plants.  In  s<Mne  air  quality 
control  regions  (AQCRs)  transportation  control  plans 
call  for  reduction  of  highway  traffic.  Plans  for  main- 


Table  4. — Average  locomotive  emiseion  factors  based  on  nationwide 
statistics 


PoUutcnt 

Average  Emissions* 

'2 

Ib/lfFgal 

kg/lO*  liter 

ParttculAtcBt . 

25 

AO 

57 

6.8 

Carbon  monoxide . . . 

ISO 

16 

Hydrocarbons . 

94 

11 

Nitrogen  oxides  (NOi  as  NOi) . 

870 

44 

Aldehydes  (as  HCHO)... . 

5.5 

0.66 

Organic  acidsi . 

7 

0.84 

Total . 

688.5  ' 

*Based  on  emission  data  contained  in  Table  5.2  and  the  breakdown  of  locomotlTe 
use  by  engine  category  in  the  United  States  in  C.  T.  Hare  and  K.  J.  Springer,  "Ex¬ 
haust  Emissions  from  Uncontrolled  Vehicles  and  Related  Equipment  Using  Internal 
Combustion  Engines." 

tData  based  on  highway  diesel  data  from  T.  C.  Young,  Unpublished  Data  from 
the  Engine  Manufacturers  Association,  Chicago,  111.,  May  1970. 

tBased  on  a  fuel  sulfur  content  of  0.4  percent  from  O.  P.  Hanley,  Exhaust  Emiulon 
Infomaiion  on  ESectro-Motice  EaUroad  Loeomotires  and  Dkoel  Engines,  Qeneral  Motors 
Corp.,  Warren,  Mich.,  October  1971. 

Source:  C.  T.  Hare  and  K.  J.  Springer,  “Eskimst  Emissions  from  Uncontrolled 
Vehicles  and  Related  Equipment  Using  Internal  Combustion  Engines,"  Part  I, 
lAteomOtkt  Diesel  Engines  and  Marine  Counterparts,  Final  Reptort,  Southwest  Re¬ 
search  Institute,  San  Antonio,  Tex.,  prepared  for  the  Environmental  Protection 
Agency,  Research  Triangle  Park,  N.C.,  under  Contract  Number  EHA  70-108, 
October  1972,  as  quoted  in  U.S.  Enviroiunental  Protection  Agency,  Compilation  e/ 
Air  Pollution  Emission  Factors,  AiMil  1978,  p.  S.2.2-1. 


Table  5. — Emission  factors  for  heavy-duty,  diesel-powered 
vehicles* 


Pollutant 

Emissions 

lb/10>gal 

kg/lO*  liter 

IS 

1.6 

27 

A2 

225 

27.0 

87 

4.4 

370 

44.0 

Aldehydes  (as  HCHO) . 

8 

0.4 

3 

0.4 

Total . 

678 

'Data  are  based  on  weighting  factors  applied  to  actual  tests  conducted  at  various 
load  and  idle  conditions  with  an  average  gross  vehicle  weight  of  80  tons  (27.2  MT) 
and  fuel  consumption  of  5.0  mi/gal  (2.2  km/liter). 
tData  based  on  fuel  with  average  sulfur  content  of  0.2  percent. 

Source:  Young,  T.  C.  Unpublished  emission  factor  data  on  diesel  engines.  Engine 
Manufacturers  Association  Emission  Standards  Committee,  Chicago,  Ill.,  May  18, 
1971,  as  quoted  in  U.S.  Environmental  Protection  Agency,  Compilation  of  Air  PoUu- 
lion  EJmission  Factors,  April  1978,  p.  8.1.5-2. 

taiiiing  air  quality  at  the  standards  for  the  next  decade 
are  being  evolved  as  part  of  the  SIPs. 

SIPs  require  that  emissions  of  sulfur  dioxides,  par¬ 
ticulates,  carbon  monoxide,  nitrogen  oxides  and  hydro¬ 
carbons  meet  specified  standards.  Where  stationary 
source  emissions  are  now  greater  than  the  specified 
amount,  control  devices  or  methods  must  be  employed 
to  reduce  the  emissions.  Plans  for  maintenance  of  air 
quality  standards  will  restrict  the  introduction  of  new 
air  pollution  sources  where  the  pollutant  concentra¬ 
tions  may  violate  standards. 

The  second  consideration  with  respect  to  emissions 
that  is  relevant  to  the  Final  System  Plan  is  the  federal 
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standard  calling  for  the  reduction  in  air-pollutant  emis¬ 
sions  frwn  new  diesel  engines.  For  instance,  exhaust 
smoke  opacity  of  model  year  1973  diesel  engines  must 
not  exceed  40  percent  during  the  engine  acceleration 
mode  and  20  percent  during  engine  lugging  mode.  As  a 
result  of  new  engine  performance  standards  such  as 
these,  objectionable  aspects  of  both  truck  and  locomo¬ 
tive  diesel  engines  will  decrease.  Introduction  of  these 
new  engines  will  temper  the  adverse  environmental  im¬ 
pact  of  increases  in  use  of  both  transportation  modes. 

Noise  impact 

In  recent  years,  there  has  been  increasing  aware¬ 
ness  of  noise  as  a  significant  factor  in  the  quality  of  life. 
For  the  most  part,  concern  has  focused  on  occupational 
noise  rather  than  community  noise,  to  which  railroad 
operations  contribute.  According  to  the  Commerce  De¬ 
partment’s  Panel  on  Noise  Abatement,  “The  various 
modes  of  transportation,  taken  collectively,  represent 
the  major  cause  of  complaints  about  noise.  Aircraft 
noise  has  received  the  most  publicity  in  recent  years 
and  is  unquestionably  the  major  source  of  annoyance  for 
millions  of  Americans  who  live  near  airports.  Although 
the  sound  levels  involved  are  much  lower,  many  more 
people  arc  annoyed  by  surface  transportation  noise,  es¬ 
pecially  from  trucks,  buses,  motorcycles,  and  sports 
cars.” 

No  mention  is  made  of  railroads,  and  the  Associa¬ 
tion  does  not  consider  the  noise  produced  by  their  op¬ 
erations  to  be  of  significance  except,  perhaps,  in  a  few 
local  circumstances.  The  proximity  of  tracks  and  resi¬ 
dential  housing  can  produce  unpleasant  intermittent 
noise  levels.  Such  conditions  do  exist,  but  they  are 
rare  in  terms  of  overall  rail  activity.  Moreover,  they 
may  be  decreasing  due  to  movement  of  both  popula¬ 
tion  and  high-density  rail  traffic  away  from  central 
cities  where  these  atypical  circumstances  are  usually 
found. 

The  amount  of  noise  produced  by  train  operations 
depends  upon  the  following  factors : 

•  The  location  of  rail  lines  relative  to  residential  or 
other  frequented  areas. 

•  The  location  of  major  highways  and  streets. 

•  The  type  of  equipment  in  use. 

•  The  number  of  grade  crossings  and  .state  laws 
concerning  audible  warnings. 

•  The  number  and  age  of  motor  vehicles  replacing 
rail. 

•  The  types  of  motor  vehicle  engine  in  use — diesel 
vs.  gasoline. 

•  The  age  of  the  motor  vehicles  in  use. 

•  The  overall  level  of  background  noise. 

Adverse,  community  reaction  may  be  expected  when 
the  energy  level  of  an  intruding  noise  exceeds  the  resid¬ 


ual  noise  level.^®  The  degree  of  reaction  depends  pri¬ 
marily  on  the  amount  of  the  excess  and,  secondarily, 
on  such  additional  factors  as  season,  personal  attitude 
and  characteristics  of  the  noise.  A  USRA  consultant 
concluded  that  widespread  complaints  generally  may 
be  expected  when  tlie  energy  equivalent  levels  exceed 
the  residual  level  by  approximately  17  decibels  (dB), 
and  vigorous  community  action  is  likely  when  the  ex¬ 
cess  is  approximately  33  dB.  Daytime  outdoor  residual 
noise  levels  vary  widely,  depending  on  the  type  of  com¬ 
munity,  and  can  be  grouped  into  the  following  approxi¬ 
mate  ranges: 

•  Wilderness  and  rural  13-35  dB(A) 

•  Suburban  residential  36-45  dB(A) 

•  Urban  residential  46-55  dB(A) 

•  Very  noisy  urban  residential  and 

downtown  city  56-75  dB(A) 

Intermittent  noises  created  by  multiple  single 
events — such  as  infrequent  passage  of  a  diesel  locomo¬ 
tive,  aircraft  overflights  and  diesel  trucks  on  the  high¬ 
way — constitute  an  important  source  of  noise  pollution. 
Presumably,  people  living  in  quiet  rural  communities 
are  likely  to  be  more  affected  and  irritated  by  these 
events  than  residents  of  cities. 

In  addition  to  the  noise  generated  by  the  freight  cars 
and  diesel  locomotives,  the  siren  or  horn  can  produce 
high  noise  levels.  Passage  of  trains  across  local  streets 
and  highways  may  produce  additional  noise  if  the  cross¬ 
ing  is  protected  with  warning  bells.  Switching  of  freight 
cars  can  produce  loud  sounds  during  coupling  opera¬ 
tions,  and  automatic  car  retarders  in  some  classification 
yards  produce  an  objectionable  squeal.  Normal  freight 
operations  cause  a  loud  series  of  bangs  when  the  drawbar 
slack  is  pulled  out  or  contracted  as  the  train  accelerates 
or  decelerates.  Where  continuous  welded  rail  is  not  used 
(virtually  all  branch  lines  fall  into  this  category),  noise 
is  emitted  as  car  wheels  cross  the  rail  joints.  On  lightly 
used  rail  lines,  these  noise  levels  would  only  be  bother¬ 
some  to  residents  living  or  working  in  close  proximity  to 
the  line. 

In  communities  where  the  rail  line  adjoins  warehouses 
or  other  structures,  trees  and  shrubbery,  soimd  trans¬ 
mission  may  be  blocked  or  effectively  muffled.  Interior 
noise  levels  are  normally  lower  as  'a  result  of  the 
sound  absorbing  characteristics  of  buildings,  so  the 
greatest  impact  is  likely  to  be  felt  by  those  residents  who 
spend  the  most  time  outdoors. 

In  general,  the  sound  levels  from  both  trains  and 
trucks  can  range  from  75  to  100  dB,  with  values  around 
80  to  90  dB  being  common  for  50  feet  away  from  a  ve¬ 
hicle  moving  50  m.p.h.  Sound  levels  at  the  upper  end  of 
this  range  are  critical  if  there  is  extended  exposure. 

Environment  Protection  Agency,  Community  Noite,  Office  of  Noise 
Abatement  and  Control,  WR  71-17,  Washington.  D.C.,  November  1971. 

Consad  Research  Corporation,  Community  Impacts  Resulting  From 
Loss  of  Rail  Service,  Vol.  IV,  p.  66. 
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while  sound  levels  at  the  lower  end  are  characterized  as 
“annoying”  by  many  people. 

The  Railroad  Noise  Emission  Standards  document 
published  by  the  United  States  Environmental  Protec¬ 
tion  Agency  in  July  1974  deals  primarily  with  noise 
from  locomotives  and  flat  wheels  on  rolling  stock.  Ccwn- 
pliance  with  these  requirements  will  reduce  noise  fr(Mn 
railroads.  The  requirements  for  locomotive  noise,  for 
example,  would  have  the  effect  of  doubling  the  distance 
l>et  ween  the  listener  and  the  locomotive. 

Water  Pollution 

Water  quality  can  be  affected  by  railway  operations 
and  maintenance  as  a  i-esult  of  accidental  spills  of  chem¬ 
icals  or  other  harmful  substances  from  train  wrecks, 
herbicide  use,  drainage  disruption  and  leakage  of  oil 
and  lubricating  fluids.  The  seriousness  of  the  situation  is 
dependent  up<Mi  ground  water  levels,  proximity  to  water 
surface  seepage  and  the  biodegradability  of  the  foreign 
substances. 

Railroad  causeways  can  interfere  with  normal  water 
flow,  thus  affecting  marshes  and  other  ecologically  sensi¬ 
tive  areas.  Any  resulting  artificial  impoundment  of 
water  could  lead  to  atrophication  and  degradation  of 
water  quality.  There  is  at  present  no  systematic  method 
by  which  such  pollution  can  l)e  measured. 

A  more  serious  thr^t  to  water  quality  is  posed  by  the 
wide  application  of  pesticides  to  railroad  rights-of-way 
for  weed  and  brush  control.  Railiyad  vegetation  con¬ 
trol  is  usually  performed  (Mi  an  8-to-24-foot-wide  strip 
centered  on  the  rails.  This  control  zone  constitutes  a  . 
firebreak  to  protect  adjacent  properties  from  sparks 
emitted  during  running  or  braking  operations  by  the 
wheels  of  railroad  cars.  Normally,  the  faster  a  train 
travels  through  an  area,  the  wider  is  the  required  weed- 
free  area. 

Application  of  herbicides  is  not  uniform.  It  is  a  func¬ 
tion  of  the  terrain  and  vegetation,  and  loadings  per  acre 
are  generally  determined  by  the  manufacturer’s  specifi¬ 
cations.  A  detailed  investigation  of  the  environmental 
degradation  caused  by  weed  and  brush  control  is  not 
possible  owing  to  the  indeterminate  nature  of  potential 
runoff  of  chemicals  into  surface  waters. 

Spillage  of  fuel — especially  at  railroad  fueling  sta¬ 
tions,  shops  and  terminals — has  environmental  effects. 
However,  the  percentage  of  spillage  in  relation  to  the 
quantity  used  is  infinitesimal.^*  Railroads  in  general 
have  introduced  concrete  and  steel  service  platforms, 
with  basins  and  connected  sewer  systems,  to  minimize 
the  principal  problem  associated  with  spillage — the 
generation  of  fuel-water  emulsions  and  sludge.  The 
USR  A  endorst‘S  this  practice  and  anticipates  its  continu¬ 
ance  by  ConRail. 

In  1973  all  forms  of  transportation  used  about  0.7  to 
1.0  billion  gallons  of  lubricating  oil  products.  Of  this 

“  Peat,  Marwick  and  Mitchell,  op.  cit. 


amount,  the  railroads  used  about  86  million  gallons, 
local  trucking  138  million  and  intercity  trucking  about 
83  million — ^totalling  307  million  gallons. 

About  15  to  25  percent  of  lubricating  oils  arc  con¬ 
sumed  by  vehicles  during  operation,  some  of  which  en¬ 
ters  the  environment  as  air  pollutants.  The  balance  is 
generally  recovered  and  sold  tq  reclaimers  who  remove 
undesirable  suspensions  and  recycle  the  product.  About 
10  to  20  percent  of  waste  oil  is  reclaimed  as  a  lubricant. 
Thirty  percent  is  reduced  to  nonusable  sludge,  and  the 
balance  is  used  in  other  oil  products  or  sold  as  fuels. 

Freight  Car  Dismantling 

When  a  freight  car  is  condemned,  certain  reusable 
parts,  scrap  iron  and  steel  are  recycled.  A  visible  en¬ 
vironmental  impact  of  the  recycling  of  freight  car  scrap 
is  the  air  pollution  and  aesthetic  degradation  caused  by 
the  open  burning  of  freight  cars  to  remove  wood.  Some 
70,000  freight  cars  are  dismantled  each  year  and  it  is 
estimated  that  half  these  cars  contain  three  to  seven  tons 
of  wood  each.*®  This  translates  to  the  burning  of  approx¬ 
imately  200,000  tons  of  wood  per  year.  However,  anti¬ 
pollution  regulations  have  restricted  this  activity,  and 
the  Region’s  railroads  have  largely  switched  to  mechan¬ 
ical  means  of  wood  removal. 

The  Environmental  Protection  Agency  has  been 
studying  environmentally  superior  substitutes  for  open 
burning.  These  are  said  to  include  semi-enclosed  incin¬ 
erators  and  water  jets.  The  Association  endorses  the  de¬ 
velopment  of  these  alternate  means  and  will  support 
their  application  when  development  has  progres.sed  to 
the  point  of  pi  acticability. 

Light-Density  Lines 

Discontinuance  of  rail  service  on  light  density  lines 
will  affect  the  physical  and  aesthetic  environment  as 
well  as  produce  the  socioeconomic  changes  discussed  in 
Volume  II.  The  specific  impacts  in  each  community  and 
along  rights-of-way  depend  upon  the  nature  of  rail 
operations  prior  to  discontinuance  of  service  and  the 
nature  of  substituted  transportation  operations.  These 
impacts  are  discussed  below. 

Energy 

It  is  not  possible  to  generate  county-by-county  esti¬ 
mates  of  the  energy  impact  of  light  density  line  serv¬ 
ice  discontinuance  of  the  kind  developed  for  employ¬ 
ment  and  income  consequences  in  Appendix  J.  The 
change  in  the  total  energy  requirement  for  the  entire 
movement  will  be  a  function  of  the  degree  of  substitu¬ 
tion  of  truck  for  rail — whether  truck  is  substituted  for 
the  entire  light-density  segment  or  only  for  the  haul 
from  the  nearest  remaining  rail  head  to  the  destination. 

Battelle  CoIumbuB  Laboratories,  op.  cit.,  p,  33. 
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To  generalize,  it  appears  that  the  shorter  tlie  trip 
distance  and  the  lighter  the  load,  the  lesser  the  energy 
efficiency  of  rail  compared  to  truck.  Figure  4,  which 
is  based  on  assumptions  that  truck  speed  is  30  m.p.h., 
that  train  speed  is  8  m.p.h.  and  that  one  rail  car  hauls 
twice  the  load  of  one  truck,  shows  this  graphically. 

There  is  no  single  break-even  point  at  which  rail 
service  becomes  more  efficient.  Depending  on  factors 
such  as  vehicle  speed,  weight,  route  geometry,  length  of 
haul  and  idling  time,  the  break-even  point  will  change 
for  every  situation.  Figure  4  provides  only  two  exam¬ 
ples  drawn  from  an  infinite  number  of  possibilities.  The 
extent  to  which  trucks  employed  in  substitute  service 
obtain  a  back-haul  will  affect  the  comparative  outcome, 
too. 

FIGURE  4 

ESTIMATED  FUEL  USAGE 
FOR  RAIL  &  MOTOR  CARRIERS 


Air  Pollution 

Figure  3  indicated  that  rail  and  truck  operations  to¬ 
gether  generate  approximately  3  percent  of  pollutant 
emissions  in  transportation.  Available  statistics  indi¬ 
cate  that  trucks  produce  approximately  four  times  as 
much  air  pollution  per  ton-mile  as  trains  in  mainline 
service.  Nevertheless,  the  effects  on  the  atmosphere  of 
service  discontinuance  are  likely  to  be  offsetting. 

Specific  air  pollutant  emission  rates  for  each  affected 
area  will  depend  on  the  type  of  equipment  being  used, 
fuel  characteristics  and  the  nature  of  load  operations. 
Gross  measurements  of  energy  use  and  emissions  must 
be  viewed  with  particular  caution  since  the  overall  ad¬ 
vantages  of  fuel  efficiency  and  lower  emission  rates  in¬ 
herent  in  the  rail  mode  are  reduced  when  routes  are 
particularly  circuitous  and  idling  time  is  hi^.  Also, 
the  four-stroke  switch  engines  commonly  used  in  branch 
line  operations  are  particularly  high  in  pollution 
emissions.^* 

Noise 


44  88  1  32  176  220 

NET  SHIPMENT  SIZE  -  TONS 


SOURCE:  US  DEPARTMENT  OF  TRANSPORTATION 

THE  ENVIRONMENTAL  IMPACT  STATEMENT 
ON  'THE  TRANSPORTATION  IMPROVEMENT 
ACT  OF  1973" 


As  pointed  out  in  the  discussion  of  noise  pollution 
presented  above,  peak  and  average  emanations  from 
rail  and  motor  carriers  are  similar.  Nevertheless,  motor- 
carrier  operations  can  produce  a  greater  level  of  noise 
impact  on  community  residents  because  more  trucks 
than  rail  cars  are  required  to  carry  the  same  tonnage. 
A  typical  boxcar  can  carry  from  1.6  to  2.8  times  the 
load  handled  by  trailers,  as  shown  in  Figure  5. 

The  problem  of  quantifying  the  magnitude  of  dif¬ 
ference  in  noise  effects  between  the  two  modes  is  quite 
complicated.  The  important  factor  in  determining  the 
trade-off  between  rail  and  motor  carriers  is  the  location 
of  the  highways  and  rail  lines  involved  in  relation  to 
population  centers. 

With  resi^ect  to  the  general  effect  of  noise  pollution, 
an  estimated  increase  of  5  to  10  trucks  per  day  in  the 
use  of  adjacent  highways  should  not  be  significant. 
Even  if  accurate  methods  were  available  for  measur¬ 
ing  the  psychological  distress  caused  by  noise  pollu¬ 
tion,  it  is  highly  unlikely  that  such  minimal  increases 
in  the  general  level  of  noise  would  cause  measurable  al¬ 
teration  in  the  stress  level  of  individuals.  Consequently, 
no  significant  effect  on  noise  pollution  of  rail  line  dis¬ 
continuance  can  be  identified  by  the  Association. 

Water  Quality 

In  general,  nonuse  of  a  rail  line  within  a  community 
may  produce  some  minute  improvement  in  local  water 
quality  through  the  elimination  of  herbicide  leaching 
and  runoff.  As  data  on  the  extent  of  this  runoff  are 
presently  unavailable,  there  is  no  method  for  estimat¬ 
ing  its  potential  impact.  Since  the  vast  majority  of 
branch  lines  have  not  had  chemical  weed  and  brush 
control  application  of  herbicides,  however,  it  is  likely 

^  Wilbur  Smith  and  Associates,  op.  eit.,  p.  65. 
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FIGURE  5 

COMPARISON  OF  TYPICAL  BOXCAR 
AND  TRAILER  DIMENSIONS 
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T 
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that  the  overall  environmental  impact  on  water  quality 
resulting  from  discontinuance  of  service  on  light  den¬ 
sity  lines  is  negligible. 


Land  Use 

The  discontinuance  of  a  rail  line  has  a  number  of 
land  use  implications  for  the  surrounding  area.‘“  Rail¬ 
road  branch  lines  generally  occupy  a  narrow  strip  of 
land,  60  to  100  feet  wide,  which  may  extend  for  many 
miles.  Because  trains  are  unable  to  climb  ste^  grades, 

**  Conetad  Resarch  Corporation,  op.  eit.,  p.  73. 


the  slope  of  this  land  will  be  gentle,  and  in  hilly  or 
mountainous  areas  the  route  is  likely  to  be  circuitous. 

Re-use  possibilities  for  this  land  generally  fall  into 
two  broad  categories :  those  that  take  advantage  of  the 
land’s  unique  character  as  a  right-of-way  and  those  that 
involve  breaking  up  the  railroad  property  and  joining 
its  pieces  to  abutting  parcels.  Because  rights-of-way, 
when  desired,  are  expensive  to  assemble,  attention  will 
usually  be  given  first  to  possibilities  for  maintaining  the 
right-of-way.  * 

In  suburban  areas,  the  right-of-way  often  will  have 
substantial  potential  for  mass  transit  use,  either  as  a 
part  of  a  rail  or  light-rail  rapid  transit  system,  as  an 
exclusive  use  busway  or  perhaps  for  use  by  dual-mode 
“rail-buses”  which  can  run  on  both  rails  and  roads. 
Rights-of-way  have  been  taken  over  for  rail  rapid 
transit  use  in  Boston,  Chicago,  New  York  and  Phila¬ 
delphia.  Although  rail  rapid  transit  is  most  feasible 
in  high-density  metropolitan  areas  such  as  these, 
medium -density  metropolitan  areas  could  use  aban¬ 
doned  rights-of-way  for  rail -buses  or  pave  them  for 
exclusive  bus  use. 

The  right-of-way  may  also  have  scrnie  potential  for 
conversion  to  a  highway.  Indeed,  in  some  unusual  cases 
it  may  be  necessary  to  convert  a  rail  line  into  a  highway 
in  order  to  preserve  a  means  of  freight  access  to  an 
isolated  rail  user  such  as  a  mine.  The  narrow  width 
of  the  right-of-way,  however,  usually  will  limit  any  new 
roads  to  two  lanes.  The  circuity  of  many  rail  rights-of- 
way  would  limit  their  desirability  as  highway  routes. 

Circuity,  on  the  other  hand,  may  be  an  asset  for  rec¬ 
reational  use  as  a  hiking,  bicycle,  horseback,  motorbike 
or  snowmobile  trail.  For  such  purposes,  those  rights- 
of-way  providing  scenic  routes  (as  many  rail  routes 
along  river  banks  frequently  do)  would  be  ideal.  Ac¬ 
cessibility  to  population  centers  is  an  important  con¬ 
sideration  in  evaluating  a  right-of-way’s  recreational 
imtential.  The  light  grades  on  rail  rights-of-way  are 
likely  to  make  them  particularly  appropriate  as  bicycle 
trails.  A  U.S.  Department  of  Interior  report  to  USRA 
listed  nearly  200  of  the  potentially  excess  lines  as  having 
some  potential  for  recreational  use.  The  Interior  Depart¬ 
ment  report  also  discussed  possible  use  of  this  land  to  en¬ 
hance  wildlife  resources  as  an  “edge  effect”  habitat,  an 
impounding  area  for  the  creation  of  small  marshes  or 
an  access  road  to  or  boundary  for  a  game  management 
area.  Such  adaptations  presumably  would  be  imple¬ 
mented  by  interested  state  wildlife  and  fish  depart¬ 
ments. 

Power  transmission  lines  and  pipeline  routes  also 
have  been  mentioned  as  candidates  for  alternate  use  of 
rights-of-way.  However,  the  former  are  unlikely  to  be 
installed  along  any  but  the  straightest  of  rail  routes 

“U.S.  Department  of  the  Interior.  Report  on  Rail  Reorganization  in 
the  Northeatt  and  iiidwett  Regiont  of  the  United  Btatee,  Washington, 
D.C..  August  IS,  1974. 
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because  of  the  importance  of  minimizing  installation 
costs  and  transmission  losses.  Railroad  rights-of-way 
may  be  more  suitable  for  pipelines,  since  the  line-fric¬ 
tion  losses  and  higher  construction  costs  of  a  somewhat 
indirect  but  relatively  flat  route  are  in  part  offset  by 
savings  in  pumping  costs.  These  uses  are  expected  to  be 
limited  since  abandoned  rail  lines  do  not  often  corre¬ 
spond  to  a  pipeline  system  distribution  pattern. 

Even  if  rights-of-way  not  needed  for  rail  service  have 
no  present  re-use  potential,  the  Association  is  aware  of 
the  possibility  that  alternatives  may  arise  in  the  future. 
For  this  reason,  individual  states  may  wish  to  place 
restrictions  on  any  future  use  of  the  right-of-way. 
“Land-banking”  could  be  a  mechanism  to  this  end. 

If  a  decision  .is  made  to  obtain  the  right-of-way  in¬ 
tact,  then  the  first  step  will  be  to  determine  whether 
the  railroad  has  title  to  the  land  or  only  a  right-of-way 
easement.  In  the  latter  case,  it  still  may  be  possible  to 
retain  the  right-of-way  for  other  transportation  pur¬ 
poses,  but  this  will  vary  from  state  to  state  and  will 
depend  upon  legal  precedent.  Obviously,  the  strongest 
case  for  retaining  the  right-of-way  for  transportation 
uses  can  be  made  when  it  is  needed  in  order  to  provide 
road  access  to.  a  present  rail  user.  It  may  even  be  pos¬ 
sible  to  justify  the  maintenance  of  a  railroad  right-of- 
way  easement  for  a  bicycle  or  hiking  trail,  but  the  legal 
argument  for  doing  so  may  be  less  persuasive. 

Aesthetics 

Discontinuance  of  service  on  marginal  branch  lines 
generally  has  a  positive  aesthetic  impact  on  the  sur- 
roimding  community  or  locality.  In  populated  areas 
such  lines  frequently  harbor  an  accumulation  of  litter, 
while  in  less  populated  areas  they  may  be  overrun  with 
weeds.  A  new  use  of  the  land  which  is  identical  to  that 
of  the  abutting  uses,  whether  agricultural,  residential 
or  commercial,  generally  will  assure  that  the  land  will 
be  cleaner  and  blend  more  harmoniously  with  its  sur¬ 
roundings. 

A  recreational  trail,  if  well-designed  and  well-main¬ 
tained,  would  be  a  most  pleasant  re-use  aesthetically. 
Even  a  new  transportation  use  for  the  right-of-way  is 
likely  to  result  in  better  sanitation  and  weed  control 
than  has  been  provided  by  the  railroads  in  reorganiza¬ 
tion.  The  elimination  of  grade-crossing  protection  de¬ 
vices  may  also  be  considered  an  aesthetic  improvement. 

Diversion  of  Rail  Traffic  to  Truck 

As  discussed  in  Chapter  10,  Congress  intended  for 
the  Association  to  study  the  effects  of  a  possible  whole¬ 
sale  diversion  of  traffic  from  the  bankrupt  railroads  to 
trucks.  Among  those  effects  would  be  energy  and  pollu¬ 
tion  consequences.  The  Association  has  not  been  able  to 
prepare  a  definitive  study,  but  it  did  commission  Wilbur 
Smith  and  Associates  to  consider  these  impacts  in  their 
study  of  alternative  modes.  Wilbur  Smith  and  Associa- 


ates  made  estimates  of  energy  use  and  air  pollution  for 
six  states  within  the  Region  assuming  diversion  of  all 
intraregional  rail  traffic  on  railroads  in  reorganization, 
which  accounts  for  one-fifth  of  all  rail  operations  in  the 
Region.  Those  estimates  are  that  energy  use  would  in¬ 
crease  about  4  times  and  air  pollution  about  40  times 
over  existing  rail  performance  if  trucks  were  the  only 
alternate  mode  for  these  commodities.  Air  pollution 
findings  are  exceptionally  tentative  and  difficult  to  in¬ 
terpret  since  they  obviously  depend  upon  the  specific 
locale  in  which  such  air  pollution  would  occur. 

Table  6  presents  the  Wilbur  Smith  findings  on  a 
state-by-state  basis,  comparing  present  rail  energy  con¬ 
sumption  with  estimated  truck  energy  consumption. 
Such  a  comparison  involves  both  ton-mile  relationships, 
load  factors  and  the  ratio  of  gross  vehicle  ton-miles  to 
net  ton-miles  for  each  mode.  In  developing  these  figures, 
Wilbur  Smith  and  Associates  estimated  rail  uses  of 
energy  at  600  Btus  per  ton-mile  and  truck  use  at  2,700 
Btus. 


Table  6. — Approximations  of  energy  and  environmental  costs  of 
diversion,  by  state 


state 

Energy  use  (Btus  In 
trillions) 

Air  pollution 
(tons  annually) 

Raa 

Truck 

Raa 

Truck 

AUslx . 

18.81 

142.71 

10.1 

776.9 

New  York . 

1.74 

15.21 

2.0 

82.8 

New  Jersey... . 

.60 

5.28 

.7 

PennaylvEuiia . 

6.71 

58.68 

7.9 

810.4 

Michigan . 

1.26 

laoe 

1.5 

50.8 

Ohio . 

A24 

87.10 

5.0 

202.0 

Indiana . 

1.77 

15.51 

2a8 

84.4 

Source:  Wilbur  Smith  and  Associates,  op.  dt. 


The  extent  of  new  highway  construction  and  bridge 
augmentation  would  depend  on  the  degree  of  saturation 
of  the  existing  highway  system  and  congruency  of  the 
rail  and  highway  networks.  Load  limits  of  existing 
bridges  and  pavement  would  require  consideration  as 
weU. 

Conclusions 

The  Association  finds  that  discontinuance  of  selected 
light  density  rail  services  constitutes  little  danger  to  the 
ecosystMn.  The  Association  believes  that  it  is  possible 
to  trim  some  uneconomic  light  density  rail  services  from 
the  railroads  in  reorganization  with  a  ^all  penalty 
in  energy  consumption  and  environmental  impact  and 
a  large  saving  of  total  economic  resources.  Such  a  redi¬ 
rection  of  resources  would  help  foster  continuance  of 

”  Op.  eit.  Estimates  of  the  diversion  from  rail  to  truck  of  the  Intra- 
regdonal  shipments  of  11  commodities  on  the  railroads  In  reorganisation 
In  6  states  were  prepared.  These  6  states  accounted  for  four-fifths  of  the 
Intraregional  shipments  of  these  commodities  on  the  railroads  In 
reorganisation  In  the  17-state  Region.  These  Intraregional  shipments 
amounted  to  one-fifth  of  the  total  raU  tonnage  originating  in  the 
Region  and  one-half  of  the  Intraregional  shipments  of  these  commodities 
in  the  Region  on  all  railroads. 
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essential  rail  services  and  thus  would  make  a  substantial 
contribution  to  environmental  quality.  The  greatest  en¬ 
vironmental  disaster  from  this  standpoint  would  be  for 
railroads  as  a  whole  to  be  unable  to  survive  financially 
or  to  become  grossly  inefficient  in  doing  what  they  do 
best — providing  high  density,  mainline  service. 

Hie  Title  IV  subsidy  provisions  of  the  Act  are  in¬ 


tended  to  enable  continuation  of  those  services  which 
are  not  remunerative  to  railroads  subject  to  the  Act  but 
which  are  valuable  from  the  broader  perspectives  of 
income,  employment,  energy  and  environmratal  im¬ 
pacts.  Such  subsidies  will  obviate  the  Hobson’s  choice 
between  severe  local  impacts  and  burdening  the  Regimi- 
wide  system  with  unsustainable  deficits. 


9489 


12 _ _ 

Manpower  Requirements  and 
Policies 

This  chapter  deals  with  plans  to  achieve  a  fair  and  efficient  use  of 
employees  in  the  new  system.  It  describes  the  employee  protection  features 
of  the  Regional  Rail  Reorganization  Act  of  197S  and  emphasizes  the  need 
to  assure  that  its  provisions  will  he  applied  equitably  to  all  employees. 

USRA^s  efforts  in  the  manpower  area  rely  on  communication  with 
labor.  The  Association  urges  that  the  railroads  in  the  Region  to  he  reor¬ 
ganized  as  ConRail  meet  with  labor  representatives  at  the  earliest  possible 
date.  These  parties  should  discuss  collective  bargaining  agreements  and 
single  implementing  agreements  consistent  with  industry  practices.  Under 
the  tatter f  ConRail  would  enter  into  comprehensive  system-wide  agreements 
with  labor j  as  opposed  to  individual  agreements  for  each  former  railroad 
in  the  system. 
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Successful  reorganization  of  the  railroads  in  the 
Region  requires  a  highly  trained,  fully  utilized  and 
skilled  work  force.  The  Association’s  planning  activities 
seek  to  make  the  most  efficient  use  of  employees  entitled 
to  protection  under  the  Act  while  holding  manpower 
expenditures  to  necessary  costs.  This  chapter  is  not  the 
final  plan  for  manpower  utilization  and  deployment 
in  the  new  system.  Much  remains  to  be  done. 

The  Association  cannot  develop  a  detailed  plan  for 
manpower  utilization  and  deployment  in  the  new  system 
at  this  point.  The  manpower  plan  for  both  contract 
and  noncontract  employees  will  be  refined  when  the 
final  operating  plan  is  adopted.  The  costs  for  protection 
of  individuals  from  both  groups  will  be  projected 
at  that  time.  The  Association  is  also  in  the  process  of 
evaluating  the  practicability  and  manner  in  which  an 
employee  stock  ownership  plan  could  be  used  by  Con- 
Rail.  This  is  discussed  more  fully  in  Chapter  14. 

This  chapter  deals  with : 

•  Manpower  planning  goals  established  to  guide 
decisionmaking  affecting  employees  of  the  carriers 
under  study, 

•  Identification  of  the  manpower  available  to  the 
new  system,  both  at  the  time  of  conveyance  and 
for  the  succeeding  decade,  and 

•  Nature  of  implementing  agreements  to  provide 
for  the  orderly  transition  of  employees  to  ConRail 
and  the  negotiation  of  single  collective  bargaining 
agreements. 

Railroad  Employment  and  Labor  Relations 

Railroad  employment  in  the  United  States  has  de¬ 
clined  sharply  in  the  last  quarter-century.  In  1947  there 
were  1.3  million  workers  in  the  railway  labor  work 
force.  This  shrank  to  520,000  in  1973,  a  reduction  of  60 
percent.  In  1947  the  bankrupt  carriers  (not  including 
the  Erie  Lackawanna)  that  are  candidates  for  ConRail 
employed  335,000  people.  This  declined  73  percent  to 
approximately  90,000  people  by  1973.  This  total  is 
nearly  one-fifth  of  the  workers  employed  in  the  industry. 

The  downward  trend  was  caused  principally  by  a 
loss  in  competitive  position  of  the  rail  industry  in 
freight  services,  and  a  dramatic  decline  in  passenger 
services.  The  reduced  work  force  is  also  a  result  of  in¬ 
creased  productivity  due  to  improvements  in  rail  tech¬ 
nology,  particularly  the  diesel-electric  locomotive  and 
mechanized  track  maintenance  and  mergers. 

The  average  age  of  employees  on  the  6  bankrupt 
railroads  is  high,  averaging  47  years.  Based  on  age  65 
retirement,  it  is  estimated  that  30,619  union  employees 
of  the  roads  will  retire  by  1985,  36.5  percent  of  the 
total.  Recent  changes  in  the  Railroad  Retirement  Act 
now  permit  early  retirement  at  age  60  with  a  supple¬ 
mental  annuity  available  to  those  who  retire  between 
that  age  and  age  65.  It  is  worth  noting  that  all  employee 
protection  under  Title  V  ceases  at  age  65.  If  all  em¬ 


ployees  elect  to  retire  at  age  60, 45,315,  or  54  percent  of 
the  current  force,  would  retire  over  the  course  of  the 
next  11  years.  (See  Table  1).  Thus,  it  is  clear  that  36.5 
percent  to  54  percent  of  union  employees  of  the  bank¬ 
rupt  railroads  will  retire  during  the  next  11  years,  be¬ 
fore  the  rehabilitation  program  is  completed.  Normal 
attrition  due  to  death  and  illness  will  cause  total  attri¬ 
tion  to  exceed  these  figures. 

The  railroad  industry  has  long  been  the  subject  of 
special  federal  legislation  affecting  the  conduct  of  its 
business  and  the  welfare  of  its  employees.  Congress 
acted  to  safeguard  the  welfare  of  railroad  labor  as  far 
back  as  the  1880*s.  In  1916,  the  Adamson  Act  estab¬ 
lished  an  8-hour  day  for  railroad  workers  covered  by 
labor  contracts.  During  the  period  of  federal  operation 
of  the  railroads  from  1918-20,  the  U.S.  Railroad  Ad¬ 
ministration  issued  a  number  of  General  Orders  estab¬ 
lishing  various  work  rules,  many  of  which  remain  in 
existence  today.  In  1969,  Congress  revised  the  Hours  of 
Service  Act  to  lower  the  permissible  hours  on  duty  of 
operating  employees  from  16  to  12  hours. 

The  Railroad  Retirement  Act,  the  industry’s  counter¬ 
part  to  social  security,  was  enacted  prior  to  the  Social 
Security  Act  in  the  1930’s.  Railroad  workers  have  had 
their  own  statute  governing  unemployment  and  sickness 
benefits  for  many  years.  Certain  provisions  of  the 
Interstate  Commerce  Act  mitigate  the  potential  adverse 
effect  on  rail  personnel  of  mergers  or  abandonments. 

The  cornerstone  of  collective  bargaining  in  the  rail 
industry  is  the  Railway  Labor  Act,  originally  enacted 
in  1926  and  subsequently  amended.  The  Railway  Labor 
Act  provides  for  freedom  in  the  choice  of  representation, 
for  the  orderly  settlement  of  disputes  concerning  rates 
of  pay,  rules  and  working  conditions  and  for  the  han¬ 
dling  of  grievances  arising  out  of  such  settlements. 

Twenty-six  individual  unions  represent  the  employees 
on  one  or  more  of  the  six  railroads  in  reorganization. 
(See  Figure  1).  The  complexity  of  labor  relations  is 
illustrated  by  the  fact  that  140  individual  collective 


Table  1. — Union-repreaenied  employees  of  the  railroads  in 
reorganization^  reaching  age  60  and  65,  1976  to  1986 


Year 

Age  65 

Cumulative 

Age  60 

Cumulative 

1975 . 

1,726 

1,983 

»  14,074 
3,214 

1976 . 

3,709 

17,288 

1977 . 

2,251 

5,960 

8,250 

20,588 

1978 . 

2,469 

8,429 

3,410 

23,048 

1979 . 

2,606 

11, 125 

3,170 

27,118 

1980 . 

2,949 

14,074 

3,501 

80,619 

1981 . 

8,214 

17,288 

3,426 

84,045 

1982 . 

3,250 

20,538 

3,241 

87,286 

1983 . 

3,410 

23,948 

8,099 

40,385 

1984 . 

3,170 

27,118 

2,648 

43,028 

1985 . 

3,501 

30,619 

2,286 

45,314 

30, 619  (86. 5%)  *  45, 814  (54%) » 


>  Excluding  the  Erie  Lackawanna. 

*  Includes  employees  bom  1910-1915. 

•  Percent  of  total  union  represented  force— 68,798. 

Source;  Employee  Data  Sheets,  1/2/74,  U.S.  Railway  Association. 
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FIGURE  1 

EMPLOYEES  OF  RAILROADS  IN  REORGANIZATION) 
BY  UNION  REPRESENTATION 


Figure  1 


SOURCE;  EMPLOYEE  DATA  SHEETS,  1/2/74 
U.  S.  RAILWAY  ASSOCIATION 


NOTE:  SEE  KEY  TO  ABBREVIATIONS  FOLLOWING; 
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Table  2. — Employee  age  and  yeara  of  service,  by  union — Railroads  in  reorganization,^  1975 
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KEY  TO  AKBREVIATIONS — FIGUM  1  AND  TABU  2 

BLE  Brotherhood  of  Locomotive  Engineers 

UTU  (E)  United  Transportation  Union  (Englnemen) 

UTU  (C)  (T)  United  Transportation  Union  (Conductors) 
(Trainmen) 

RYA  Railroad  Yardmasters  of  America 

UTU  (YDM)  United  Transportation  Union  (Yard  Masters) 
ATDA  American  Train  Dispatchers  Association 

BRAG  Brotherhood  of  Railway,  Airline  and  Steamship 

Clerks  Freight  Handlers,  Express  and  Station 
Employees 

TC  DIV  Transportation-Communication  Dlv.  of  BRAC 

ASD  Allied  Services  Division  of  BRAC 

IBT  International  Brotherhood  of  Teamsters 

ASM  Association  of  Station  Masters  and  Assistant 

Station  Masters 

BMWE  Brotherhood  of  Maintenance  of  Way  Employees 

BRS  Brotherhood  of  Railroad  Signalmen 

ARSA  American  Railway  Supervisors  Association 

-  SF  72  System  Federation  72,  Railway  Employees  De¬ 

partment 

SF  109  System  Federation  109.  Railway  Employees  De¬ 

partment 

lAMAW  International  Association  of  Machinists  and 

Aerospace  Workers 

IBB  International  Brotherhood  of  Boilermakers, 

Iron  Ship  Builders,  Blacksmiths,  Forgers  and 
Helpers 

IBEW  International  Brotherhood  of  Electrical  Work¬ 

ers 

IBFO  International  Brotherhood  of  Firemen  and  Oil¬ 

ers 

SMWIA  Sheet  Metal  Workers’  International  Association 

BRC  Brotherhood  of  Railway  Carmen  of  the  United 

States  and  Canada 

TWU  Transport  Workers  Union  of  America 

BSCP  Brotherhood  of  Sleeping  Car  Porters 

HRE  Hotel  and  Restaurant  Employees  and  Bartend¬ 

ers  International  Union 

lOMMP  International  Organization  of  Masters,  Mates 

and  Pilots 

SIU  Seafarers’  International  Union  of  North  Amer¬ 

ica 

ILA  International  Longshoremen’s  Association 

NMU  .  National  Maritime  Union  of  America 
NMEBA  National  Marine  Engineers’  Beneficial  Asso¬ 

ciation 

bargaining  agreements  exist  between  these  26  unions 
and  the  roads.  These  agreements  cover  employees 
holding  seniority  rights  on  more  than  3,000  basic  rosters. 
This  profusion  of  collective  bargaining  agreements  and 
representation  po.ses  a  difficult  problem  for  those  who 
must  negotiate  the  implementing  agreements  required 
under  the  Regional  Rail  Reorganization  Act  and  the 
new  collective  bargaining  agreements. 

Manpower  Planning  Goals 

The  USRA  planning  process  will  result  in  the  con¬ 
veyance  of  properties  from  the  bankrupt  railroads  to 
ConRail  or  profitable  railroads.  The  manpower  plan¬ 
ning  portion  of  that  process  is  a  complex  undertaking 
involving  the  transfer  of  employees  as  the  properties 
are  conveyed.  The  livelihood  and  material  security  of 
many  people  are  affected  by  decisions  that  USRA  will 


make  and  ConRail  or  other  railroads  will  implement. 
It  is  important,  therefore,  to  state  the  specific  goals 
which  are  being  used  in  making  decisions  about  man¬ 
power  in  the  new  system.  These  goals  are : 

•  To  achieve  and  maintain  an  optimal  system  man¬ 
ning  level 

•  To  minimize  expenditure  for  employee  protection 
costs  (given  a  particular  level  of  employment) 

•  To  minimize  the  effect  of  unemployment  on  termi¬ 
nated  and  displaced  employees 

•  To  consolidate  labor  agreements 

•  To  establish  communication  with  and  maintain 
understanding  of  organized  labor  about  manpower 
planning  process 

The  purpose  of  these  particular  goals  and  the  impor¬ 
tance  of  achieving  each  are  discussed  below. 

•  Achieve  and  maintcin  optimal  system  manning 
level 

For  ConRail  to  achieve  financial  success,  it  must  use 
all  its  resources,  including  labor,  as  efficiently  as  pos¬ 
sible.  Thus,  the  first  goal  of  manpower  planning  activi¬ 
ties  in  USRA  is  to  define  an  optimal  system  manning 
level  for  the  new  railroad. 

However,  there  are  some  constraints  on  ConRail  in 
attaining  such  an  optimal  manning  level.  Most  impor¬ 
tant  is  the  fact  that  the  new  carrier  is  required  by 
statute  to  become  a  party  to  existing  collective  bargain¬ 
ing  agreements  until  new  contracts  can  be  negotiated. 
For  this  reason,  the  present  agreements  are  used  in  cal¬ 
culating  manpower  requirements  for  the  new  system. 
The  consolidation  of  facilities  should  nevertheless  allow 
some  economies  of  scale  to  be  achieved.  This  increased 
labor  productivity  will  help  achieve  the  Act’s  goal  of 
creating  a  financially  self-sustaining  rail  company. 

•  M inimize  •  expenditure  for  employee  protection 
costs 

After  determination  of  the  optimal  level  of  man¬ 
power  resources  needed  in  the  consolidated  rail  system, 
the  Association  will  program  and  ConRail  will  imple¬ 
ment  the  manpower  plan,  utilizing  the  employee  pro¬ 
tection  options  provided  by  the  Act  to  reduce  future 
protection  costs.  Under  the  following  provisions  of 
Title  V  of  the  Act,  employee  protection  funds  will  be 
used  for : 

Monthly  displacement  allowances  for  any  protected 
employee  deprived  of  employment  or  adversely  af¬ 
fected  with  respect  to  earnings  as  a  result  of  imple¬ 
menting  the  Final  System  Plan.  Such  allowances 
continue  to  age  65  for  employees  with  more  than  5 
years  of  railroad  service  as  of  the  effective  date  of 
the  Act.  (Sections  505 (b),  (c)) 

Separation  allowances^  if  offered,  in  a  lump  sum  at 
the  option  of  a  protected  empiloyee  who  elects  not  to 
continue  employment  with  ConRail.  Such  allow¬ 
ances  are  based  on  a  formula  involving  age  and 
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length  of  service  and  are  sid>ject  to  a  $20,000  maxi¬ 
mum.  (Section  505(e) ) 

Termination  allowances  of  up  to  180  days’  pay  are 
provided  for  protected  employees  with  less  than  3 
years  of  service  as  of  the  effective  date  of  the  Act. 
These  allowances  are  payable  should  ConRail  choose 
to  terminate  such  employees.  (Section  505(f)) 
Moving  expense  henefUs  for  employees  required  to 
change  residence  due  to  a  transfer  occasioned  by  the 
Final  System  Plan.  (Section  505(g)) 

Because  the  cost  of  compensating  employees  under 
these  provisions  will  vary  substantially  according  to 
the  age  and  service  of  the  railroad  employee  involved, 
it  is  important  to  devise  a  plan  that  will  hold  protec¬ 
tion  costs  to  a  minimum  and  at  the  same  time  be  equi¬ 
table  to  the  employees  involved. 

•  Minimize  the  effect  of  unemployment  on  termi¬ 
nated  and  displaced  employees 

In  keeping  with  responsible  corporate  practice  as 
well  as  congressional  intent,  USE  A  intends  to  investi¬ 
gate  the  possibility  of  developing  programs  to  assist 
employees  who  are  displaced  in  the  process  of  restruc¬ 
turing  and  reorganizing  the  bankrupt  carriers.  Such 
programs  could  provide,  amcwig  other  things,  for  the 
relocation  and  retraining  of  individuals  to  help  place 
them  in  either  rail  or  nonrail  jobs. 

USE  A  does  not  have  the  resources  to  undertake  this 
kind  of  retraining  activity.  Instead,  the  Association 
will  initiate  discussions  with  interested  parties,  includ¬ 
ing  rail  labor  organizations,  the  Department  of  Labor, 
other  federal  government  agencies  and  appropriate  state 
and  local  authorities,  to  foster  creation  of  programs  that 
will  achieve  this  goal. 

•  Consolidate  labor  agreements 

Labor  agreements  on  the  railroads  in  reorganization 
are  more  complicated  than  need  be,  largely  because  of 
the  multiplicity  of  labor  agreements  in  force.  For  ex¬ 
ample,  there  are  several  collective  bargaining  agree¬ 
ments  for  identical  classes  and  crafts  of  employees  on 
the  Penn  Central  alone.  USEA  urges  both  ConEail 
and  the  various  unions  to  work  expeditiously  to  develop 
a  single  agreement  for  each  class  and  craft  of  employees 
as  soon  as  possible. 

This  can  be  accomplished  by  consolidating  existing 
agreements  and  reconciling  conflicting  provisions  on 
similar  issues.  If  this  is  dcMie,  it  should  bring  needed 
clarity  to  the  overly  complex  railroad  labor  relations 
environment.  USEA  personnel  are  analyzing  the  vari¬ 
ous  existing  labor  agreements  to  assure  that  the  man¬ 
power  plan  conforms  to  current  labor  agreement  re¬ 
quirements.  This  analysis  will  be  available  for  use  by 
the  negotiators. 

•  Establish  communication  and  maintain  under¬ 
standing  with  organized  labor  about  the  manpower 
planning  process 


It  is  important*  for  CcmRail  to  develop  and  main¬ 
tain  confidence  among  its  employees  that  Title  V  of  the 
Act  will  be  fairly  and  impartially  implemented.  Hence, 
it  is  necessary  and  desirable  to  keep  labor  informed 
about  USEA  manpower  planning  activities  and  to  re¬ 
ceive  labor  inputs  to  the  process  of  reorganization. 

This  information  exchange  should  create  an  atmos¬ 
phere  of  mutual  understanding  between  the  Associa¬ 
tion  and  labor  that  will  be  conducive  to  a  successful 
ConEail  startup  in  1976. 

Manpower.  Plan 

Until  establishment  of  the  Final  System  Plan,  in¬ 
cluding  acquisitions  by  viable  carriers,  it  is  not  possible 
to  develop  a  detailed  manpower  plan  for  placement  of 
labor  in  the  right  place  at  the  right  time.  Once  an  op¬ 
erating  plan  is  established,  it  will  be  possible  to  create 
a  more  definitive  manpower  plan  for  both  contract  and 
noncontract  employees  and  to  estimate  the  employee 
protection  costs  involved  in  such  a  plan. 

The  first  step  in  the  development  of  the  manpower 
plan  for  the  new  railroad  system  has  been  to  collect  a 
data  bank  of  basic  information  covering  the  employees 
of  the  six  railroads  in  reorganization.  This  is  a  large 
and  complex  task  involving  a  considerable  amount  of 
manual  and  computer  effort.  Basic  personnel  informa¬ 
tion  such  as  age,  class  and  craft,  geographic  location 
where  possible,  length  of  service,  seniority  district  and 
certain  payroll  data  will  be  gathered  for  each  employee. 

The  data  bank  also  will  contain  information  on  the 
composition  of  the  work  force  as  a  means  of  assuring 
that  equal  employment  opportunity  rights  are  re¬ 
spected.  The  program  will  serve  as  a  basis  for  determin¬ 
ing  present  manpower  availability  and,  given  historical 
attrition  rates,  will  make  possible  a  projection  of  man¬ 
power  availability  for  the  future. 

The  second  step  will  be  to  generate  the  manpower  re¬ 
quirements  of  the  new  ConEail  system  under  the  pro¬ 
posed  operating  plan.  These  manpower  levels  will  be 
consistent  with  existing  collective  bargaining  agree¬ 
ments.  When  the  two  tasks  are  completed,  USEA  will 
be  able  to  project,  for  given  areas,  either  a  surplus  or  a 
shortage  of  employees  of  a  particular  craft  and  class. 

ConEail  will  need  more  employees  than  currently  are 
employed  by  the  bankrupt  carriers  in  certain  classifica¬ 
tions,  particularly  those  affected  by  the  extensive  re¬ 
habilitation  program.  On  the  other  hand,  over  a  period 
of  time  fewer  employees  will  be  needed  in  certain  other 
skills.  * 

As  provided  in  the  Eegional  Eail  Eeorganizational 
Act,  imbalances  in  labor  forces  will  be  corrected,  to 
the  extent  possible,  by  transferring  employees  within 
the  railroad  system.  Such  transfers  will  help  minimize 
job  loss  in  the  new  company. 

Seniority. — ^The  historic  practice  on  all  railroads  has 
been  to  defer  to  seniority  within  the  class  and  craft  of 
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represented  employees.  USRA’s  manpower  plan  will  re¬ 
spect  this  practice.  Consequently,  in  the  course  of  com¬ 
piling  employee  data  from  all  of  the  bankrupt  railroads, 
it  is  necessary  to  identify  their  seniority  position  on  the 
several  thousand  rosters  and  the  location  or  district 
covered  by  each  roster. 

This  task  requires  the  coding  of  all  seniority  rosters  of 
the  individual  railroads  and  is  necessary  to  preserve  the. 
seniority  concept  when  accounting  for  addition  or  loss 
of  work  within  crafts  and  classes  of  employees.  Changes 
in  existing  operations  or  facilities  that  may  be  pro¬ 
posed  by  USRA  in  the  Final  System  Plan  will  in  all 
likelihood  necessitate  changes  in  existing  seniority 
districts. 

The  Association  is  developing  a  method  whereby  the 
analysis  of  current  seniority  rosters  on  all  bankrupt 
railroads  may  be  assisted  by  computer  in  one  or  more 
of  the  following  ways : 

•  Consolidation  of  two  or  more  seniority  rosters 

•  Partial  consolidation  of  two  or  more  seniority  ros¬ 
ters 

•  Expansion  of  an  established  seniority  roster(s)  on 
one  railroad  to  include  employees  from  one  or  more 
seniority  rosters  of  another  railroad. 

In  addition  to  compiling  the  personnel  information  of 
employees  represented  by  labor  organizations,  similar 
information  is  being  developed  of  all  nonoontract  em¬ 
ployees,  identifying  them  by  departments,  title  and 
work  location.  It  has  been  necessary  to  acquire  such  in¬ 
formation  as  employee  identification  number,  social 
security  number,  birth  date,  title,  department,  employ¬ 
ment  date  and  the  status  of  the  employee  on  the  effec¬ 
tive  date  of  the  Act.  This  information  has  been  pre¬ 
pared  for  computer  assisted  analysis  and  a  uniform  code 
has  been  established  to  identify  departmental  responsi¬ 
bility  by  railroad  and  to  classify  all  management  em¬ 
ployees,  regardless  of  their  present  railroad  affiliation. 
A  computer  assisted  analysis  of  payroll  data  and  the 
manpower  inventory  data  will  complete  the  employee 
analysis. 

Calculation  of  labor  'protection  payments. — In  sec¬ 
tion  206(a)  the  Act  directs  that  one  goal  of  the  Final 
System  Plan  would  include  not  only  the  development 
of  a  financially  self-sustaining  system,  but  also  be  the 
minimization  of  job  losses  and  associated  increases  in 
unemployment  and  community  benefit  costs  in  areas  in 
the  region  presently  served  by  rail  service.  These  losses, 
insofar  as  most  employees  are  concerned,  are  offset  by 
certain  protective  features  of  the  Act.  Under  Title  V, 
USRA  must  have  available  computerized  data  on  aver¬ 
age  monthly  compensation.  To  accomplish  this,  it  is 
contemplated  that  the  bankrupt  railroads  will  retain 
and  make  available  to  USRA  detailed  payroll  tapes  for 
the  12  months  immediately  preceding  conveyance  of  the 
properties.  When  requested,  the  data  thus  developed 
will  be  used  to  determine,  for  each  employee,  the  aver¬ 


age  monthly  compensation  and  average  monthly  time 
paid  for  as  a  basis  for  computation  of  his  monthly  dis¬ 
placement  allowance.  This  will  be  combined  with  the 
seniority  roster  data. 

Employees  with  less  than  3  years’  service  as  of  Jan¬ 
uary  2, 1974,  who  are  subject  to  termination  under  Sec¬ 
tion  505(f)  of  the  Act,  will  be  identified,  as  well  as  em¬ 
ployees  who  may  be  offered  severance  payments  because 
of  age.  Using  this  data,  a  forecast  will  be  made  of  the 
year  that  all  present  employees  are  eligible  for  retire¬ 
ment,  and  this  information  can  be  made  available  by  job 
classification  as  well  as  by  union.  (See  Table  2.) 

This  information  will  be  of  significant  value  to  those 
responsible  for  negotiating  implementing  agreements 
and  negotiating  the  new  collective  bargaining  agree¬ 
ments  required  by  the  Act. 

Implementing  Agreements 

One  of  the  most  important  steps  in  activating  Con- 
Rail  is  the  transfer  of  employees  from  the  bankrupt 
carriers  to  the  new  railroad.  The  process  will  be  accom¬ 
plished  through  implementing  agreements  to  be  nego¬ 
tiated  by  representatives  of  ConRail  and  the  represen¬ 
tatives  of  the  various  classes  and  crafts  of  employees 
of  the  railroads  in  reorganization. 

Section  504(b)  of  the  Act  stipulates  that  negotiations 
for  a  single  implementing  agreement  for  each  class  and 
craft  of  employee  will  begin  on  or  before  the  date  of 
adoption  of  the  Final  System  Plan  by  the  Board  of  Di¬ 
rectors  of  USRA.  The  Act  requires  that  five  specific 
items  be  included  in  the  implementing  agreement: 

1.  The  identification  of  the  specific  employees  of  the 
railroad  in  reorganization  to  whom  the  Corporation 
offers  employment. 

The  Act  requires  under  Section  502(b)  that  each  em¬ 
ployee  of  a  railroad  in  reorganization  who  has  not  ac¬ 
cepted  employment  with  USRA  or  with  an  acquiring 
railroad  be  offered  employment  with  ConRail.  As  de¬ 
fined  in  Section  501(2),  an  employee  of  a  railroad  in  re¬ 
organization  is  a  person  who  is  employed  by  a  railroad 
in  reorganization  as  of  the  date  of  conveyance  of  the  rail 
property.  Exceptions  are  made  for  certain  officers  of  the 
carriers.  Thus,  virtually  all  of  the  employees  of  the  rail¬ 
roads  in  reorganization  will  be  offered  employment  with 
ConRail  and  will  then  be  subject  to  the  employee  pro¬ 
tection  provision  of  Title  V  of  the  Act.  Because  of  con¬ 
tinuing  employment  changes,  the  identification  of  em¬ 
ployees  who  qualify  for  the  offer  of  employment  is  an 
ongoing  process. 

2.  The  procedure  by  which  those  employees  of  the 
rad/road  in  reorganization  may  elect  to  accept  employ¬ 
ment  with  the  Corporation. 

This  requires  that  a  procedure  be  defined  for  the  ac¬ 
ceptance  of  an  offer  of  employment.  Because  virtually 
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all  of  the  c<Mitract  employees  on  the  railroads  in  reor- 
^nization  will  receive  the  employment  offer,  it  is  an¬ 
ticipated  that  they  will  be  considered  as  having  accepted 
the  offer  unless  they  specifically  decline. 

3.  The  procedwre  for  aeceptaruae  of  such  employees 
into  the  Corporation's  employment  and  their  assign¬ 
ment  to  positions  on  the  Corporation's  system 

This  provides  for  the  assignm^t  of  employees  to 
positions  to  assure  smooth  ccmtinuity  of  operation  sub¬ 
sequent  to  conveyance.  It  is  anticipated  that  each  em¬ 
ployee  who  joins  ConRail  will  remain  in  the  same  posi¬ 
tion  on  the  day  of  conveyance  that  he  held  immediately 
prior  to  conveyance. 

Exceptions  will  be  those  positions  that  are  not  in 
existence  after  conveyance  because  of  service  discon¬ 
tinuance,  properties  not  included  in  the  Plan,  properties 
conveyed  to  an  acquiring  carrier  where  the  employees 
may  not  have  followed  the  work  or  immediate  consoli¬ 
dation  of  facilities  of  former  carriers.  Employees  in 
these  categories  will  be  subject  to  the  exercise  of  senior¬ 
ity  under  seniority  rules  applicable  at  the  time  of 
conveyance. 

As  the  consolidations  of  facilities  occur  over  a  period 
of  time,  the  number  and  location  of  positions  on  the 
railroad  will  change.  The  reassignment  of  employees 
as  these  changes  take  place  will  be  acoMnplished  in  the 
following  ways : 

•  By  the  employee  exercising  seniority  (seniority  on 
the  ConRail  system  will  be  provided  for  in  the 
implementing  agreement) 

•  By  the  transfer  of  employees  under  the  provisions 
of  Section  505  (d)  of  the  Act 

•  By  subsequent  agreements,  permitted  by  Secticm 
505(d)  (4)  (C)  of  the  Act,  providing  for  the  trans¬ 
fer  of  employees. 

This  procedure  will  assure  a  smooth  transition,  with 
continuity  of  operation,  while  at  the  same  time  provid¬ 
ing  for  subsequent  changes  in  operation  and  facilities 
as  the  operating  plan  is  placed  into  effect. 

The  procedure  for  determining  the  seniority  of 
such  employees  in  their  respective  crafts  or  classes  on 
the  Corporation's  system  which  shall^  to  the  extent 
possible,  preserve  their  prior  seniority  rights. 

This  is  designed  to  provide  for  the  orderly  transitimi 
of  employees  and  to  protect  acquired  rights  to  work 
•  positions  of  their  choice  in  their  craft  or  class  on  the 
new  system.  In  many  cases,  employees  now  hold  se¬ 
niority  in  very  narrowly  defined  areas,  such  as  in  one 
office  of  a  railroad.  This  restricts  management’s  flexi¬ 
bility  in  the  use  of  employees  and  the  employees’  ability 
to  take  advantage  of  new  or  better  jobs. 

To  the  extent  possible,  the  narrowly  defined  areas 
will  be  consolidated  and  new  seniority  boundaries  de¬ 
veloped.  In  some  instances,  new  boundaries  may  cover 


the  entire  ConRail  system.  This  will  provide  for  greater 
flexibility ‘in  the  use  of  employees  and  at  the  same  time 
provide  employees  with  more  jbb  opportunities. 

Senority  rosters  covering  the  craft  and  class  in  the 
newly  defined  boundaries  will  be  consolidated  and, 
where  possible,  dovetailed.  This  entails  ranking  all  in¬ 
volved  employees  solely  by  their  earliest  retained  senior¬ 
ity  date  regardless  of  their  prior  employer  or  prior 
seniority  district.  In  this  way  prior  seniority  will  be  pre¬ 
served  and,  at  the  same  time,  employees  will  be  per¬ 
mitted  a  wider  choice  of  assignment.  The  approach  to 
be  taken  in  determining  revised  seniority  districts  and 
the  method  of  establishing  the  employees’  seniority 
therein  may  differ  through  negotiation  for  each  craft 
and  class  of  employee. 

5.  The  procedure  for  determining  equitable  adjust¬ 
ment  in  rates  of  comparable  potions. 

Rates  of  pay  for  operating  crafts  generally  are  stand¬ 
ardized,  but  the  need  for  equitable  adjustments  in  rates 
of  comparable  positions  may  arise  where  the  work  of 
nonoperating  employed  is  consolidated.  The  imple¬ 
menting  agreement  should  provide  for  uniformity  to 
the  extent  practicable  so  that  employees  doing  essen¬ 
tially  the  same  work  would  receive  the  same  pay. 

Collective  Bargaining  Agreements 

Section  504(d)  of  the  Act  requires  that,  no  later  than 
60  days  after  the  effective  date  of  any  ccmveyance,  the 
representatives  of  the  various  classes  or  crafts  and  rep¬ 
resentatives  of  CcmRail  commence  negotiations  of  new 
collective  bargaining  agreements  for  each  class  and 
craft  of  employee.  Adoption  of  a  single  collective  bar¬ 
gaining  agreement  for  each  class  and  craft  wiU : 

•  Provide  equal  treatment  of  all  employees  in  the 
particular  class  and  craft  on  the  system 

•  Assure  greater  understanding  on  the  part  of  trans¬ 
ferred  workers,  both  supervisory  and  craft  em¬ 
ployees,  of  their  rights  and  obligations 

•  Result  in  fewer  contract  violations  because  of 
greater  familiarity  with  agreement  provisions  by 
supervisory  and  craft  employees. 

The  aggregate  effect  of  these  advantages  should  be  to 
foster  a  higher  level  of  efficiency  in  OonRail,  by  creat¬ 
ing  a  more  stable  and  clarified  labor  relations  environ¬ 
ment. 

Conclusions 

OonRail  is  responsible  for  negotiating  both  the  im¬ 
plementing  agreements  and  the  single  collective  bar¬ 
gaining  agreements  described  in  Section  504  (b)  and 
(d)  of  the  Act.  There  is  no  statutory  bar  to  an  early 
start  of  these  negotiations.  The  Association  concludes 
that  ConRail  should  appoint,  at  the  earliest  possible 
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date,  representatives  empowered  to  negotiate  the  imple¬ 
menting  agreements.  This  will  assure  completion  of 
the  required  agreements  prior  to  the  date  of  convey¬ 
ance.  The  Association  also  concludes  that  negotiation 


on  the  new  single  collective  bargaining  agreements  for 
each  craft  or  class  should  commence  as  soon  as  possible 
so  that  the  benefits  to  be  obtained  can  be  achieved  at 
an  early  date. 
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13 


Passenger  Service  in  the  Region 

Most  of  the  Region* 8  intercity  rail  passenger  transportation  is  pro¬ 
vided  by  Amirdk  over  lines  of  the  railroads  in  reorganization.  Cities  in 
the  Northeast  Corridor  receive  frequent,  high-speed  service,  while  service 
outside  the  Corridor  remains  slower  and  less  frequent.  Suburban  services 
also  are  provided  extensively  by  carriers  in  reorganization,  usually  with 
the  sponsorship  of  state  and  local  governments. 

Very  high  speed  service  should  be  limited  to  the  Northeast  Corridor  in 
the  near  future,  although  16  additional  corridors  were  identified  as 
candidates  for  new  or  improved  service  in  the  Region.  Service  on  these 
16  corridors  should  be  limited  to  speeds  compatible  with  upgraded  freight 
services,  since  the  proposed  passenger  network  by  and  large  would  use  the 
same  rights-of-way  used  by  freight  trains. 

Asa  general  policy,  facilities  control  and  management  of  right-of-way 
should  rest  with  the  predominant  user.  Both  freight  and  passenger 
services  should  pay  proportionate  shares  of  all  costs  directly  attributable 
to  their  respective  operations. 

Potential  conflicts  between  the  priorities  of  intercity  and  suburban 
passenger  and  freight  operators  in  the  Northeast  Corridor  represent  a 
special  situation.  To  minimize  freight-passenger  conflict,  ConRail 
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through-freight  service  in  the  Corridor  should  he  moved,  insofar  as 
possible,  to  a  separate  right-of-way.  Management  and  financial  responsi¬ 
bility  for  the  Corridor  should  not  be  vested  in  ConRail. 


The  revival  of  railroad  passenger  service  is  receiving 
substantial  popular  and  political  support  in  the  United 
States.  One  decade  a^,  the  outlook  for  improved  rail 
passenger  service  was  exceedingly  grim.  Today,  the 
prospects  for  more  and  better  service  are  brighter  than 
they  have  been  at  any  time  since  the  immediate  postwar 
period.  This  improved  outlook  may  be  traced  directly 
to  two  causes:  growing  concern  for  the  social  costs  asso¬ 
ciated  with  expanded  use  of  the  private  automobile,  and 
establishment  of  a  single  institution,  Amtrak,  to  pro¬ 
vide  substantially  all  of  the  intercity  rail  passenger 
service  in  the  Nation. 

The  Act  in  Section  202(b)(3)  directs  the  Associa¬ 
tion  to  “prepare  a  study  of  rail  passenger  services  in 
the  region,  in  terms  of  scope  and  quality.”  Among  the 
mandatory  goals  of  the  Final  System  Plan  listed  in 
Section  206  of  the  Act  are : 

•  Establishment  of  improved  high-speed  rail  pas¬ 
senger  service  in  the  Northeast  Corridor  (Boston- 
Washington,  D.C.),  consonant  with  the  recom¬ 
mendations  of  the  Secretary  of  Transportation  in 
his  report  of  September  1971. 

•  Efficient  movement  of  both  passengers  and  freight 
in  the  Region  in  a  manner  consistent  with  safe 
operations. 

•  Efficient  and  safe  commuter  rail  service  as  well 
as  intercity  service. 

•  Coordination  with  the  National  Railroad  Pas¬ 
senger  Corporation  and  similar  entities. 

•  Identification  of  all  short-to-medium  distance 
corridors  in  densely  populated  areas  in  which  major 
upgrading  of  rail  lines  for  high-speed  passenger 
operation  would  return  substantial  public  benefits. 

USRA’s  role  is  to  analyze  future  prospects  for  rail 
passenger  services  and  to  make  certain  that  rail  facili¬ 
ties  required  for  a  proper  development  of  rail  passenger 
service  are  taken  into  account.  The  responsibilities  for 
operation  of  passenger  service  reside  with  the  National 
Railroad  Passenger  Corporation  (Amtrak).  As  a  rule, 
state  and  local  agencies  have  the  responsibility  for  de¬ 
velopment  of  rail  commuter  services. 

Since  the  inception  of  Amtrak,  Congress  and  the 
Department  of  Transportation  have  determined  the 
level  and  extent  of  rail  passenger  service  to  be  provided 
in  this  country.  Amtrak  assumed  responsibility  for  vir¬ 
tually  all  rail  passenger  services  on  May  1,  1971.  The 
legislation  which  created  the  National  Railroad  Pas¬ 
senger  Corporation  had  three  apparent  goals:  (1)  to 
create  a  nationwide  system  which  could  achieve  im¬ 


proved  service  and  cost  savings  through  economies  of 
equipment  utilization,  reservations  and  ticketing, 
maintenance,  advertising  and  management ;  (2)  to' pre¬ 
serve  essential  rail  passenger  services  in  the  face  of 
accelerated  discontinuances;  and  (3)  to  relieve  the 
freight-oriented  railroad  industry  of  the  managerial 
and  cost  burdens  of  operating  passenger  trains.  It  is 
fair  to  conclude  that  the  second  and  third  of  these  goals 
have  been  substantially  accomplished ;  progress  toward 
the  first  goal  has  been  mixed — good  in  some  areas  and 
fair  or  poor  in  others. 

Amtrak  was  conceived  as  a  for-profit  corporation,  a 
goal  that  has  not  been  met.  Amtrak’s  annual  deficit  now 
runs  about  $300  million,  and  ^  ^  leep  controversy  exists 
over  whether  operating  subsidieit  to  rail  passenger  serv¬ 
ice  ought  to  be  continued,  expanded  or  eliminated.  On 
the  one  side  are  those  who  decry  the  large  federal  sub¬ 
sidy  per  passenger  mile  for  Amtrak  service  in  compari¬ 
son  with  air,  bus  or  auto.  On  the  other  side  are  those  who 
believe  in  the  essentiality  of  a  core  rail  passenger  net¬ 
work  because  of  rail’s  advantages  in  fuel  consumption, 
pollution  effects  and  ability  to  expand  capacity  rapidly 
in  the  future. 

Since  the  establishment  of  Amtrak,  Congress  gen¬ 
erally  has.  placed  less  emphasis  upon  immediate  finan¬ 
cial  success  and  more  emphasis  on  the  reestablishment 
of  an  integrated  network  of  rail  services.  All  of  Am- 
trak’s  original  routes  have  been  preserved.  Amtrak  was 
required  to  initiate  additional  experimental  routes  from 
time  to  time,  and  states  may  ask  for  rail  passenger 
service  if  they  are  willing  to  provide  partial  funding. 
The  Association  has  prepared  its  preliminary  recom¬ 
mendations  for  rail  passenger  service  in  the  context  of 
continued  public  interest  and  financial  support  for  rail 
passenger  service. 

Public  involvement  in  suburban  services  preceded 
Congressional  -action  on  intercity  services.  Faced  with 
abandonment  and  general  deterioration  of  services,  the 
major  cities  in  the  Region  moved  at  either  a  local  or 
state  level  to  stop  this  process  through  infusion  of  pub¬ 
lic  monies  for  equipment  and/or  operating  subsidies. 
Ultimately  a  federal  responsibility  was  created  with 
passage  of  the  Urban  Mass  Transportation  Act  of  1964. 
That  legislation,  as  amended,  provides  significant  fed¬ 
eral  funding  for  capital  improvement  programs,  acqui¬ 
sitions  of  assets  and  now  operating  subsidies.  Even  with 
this  major  federal  involvement,  however,  the  primary 
responsibility  has  remained  with  state  and  local  govern¬ 
ment. 
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Role  of  Rail  Passenger  Service 


Most  intercity  travelers  have  a  choice  of  private  auto, 
bus,  air  and,  in  a  small  but  growing  number  of  cases, 
rail  service.  In  certain  markets  passenger  trains  offer 
the  opportunity  to  carry  travelers  at  lower  total  resource 
costs  thin  any  other  mode.  Energy  efficiencies  for  var¬ 
ious  modes  of  transportation  are  shown  in  Table  1. 


Table  1 . — Energy  efficiency  for  various  modes  of 
passenger  transportation 


Seat  milet 

VeHele  per  gallon 

Rail:  U.S.  current,  includes  allowances  for  engine 
idling  between  runs; 

3,000  hp  locomotive,  turbocharged,  0.5  mpg,  9 
coaches  per  locomotive,  60  to  80  seats  each  (Am- 
trak  data).  Relatively  new  Amtrak  locomotives...  270-360 
Rail  turbine  train,  0.33  mpg,  320  seats  (296  plus  24 
snack  bar)  (Amtrak.  data)  (Amtrak’s  French 

RTG).  Delivery  test  at  80  mph  average .  110 

Autotrain,  0.37  mpg,  3,600  hp  locomotive,  18  cars 
per  locomotive,  30  automobile  miles  per  g^on,  at  5 

seats  per  auto . . .  150 

Bus:  U.S.  current. 

Intercity,  6.0  mpg  (Greyhound),  47  seats  (TSC 
industry  average).  Over-the-road  test  of  Grey¬ 
hound  and  Trailways  buses  by  TSC  indicated  8.8 


mpg  at  50  mph,  8.1  mpg  at  60  mph .  282  • 

Automobile:  FHWA  data. 

Intercity  subcompact,  4  seats,  30  mpg . .  120 

Intercity  compact,  5  seats,  22.5  mpg _ _  112.  5 

Intercity  standard,  6  seats,  18.0  mpg . . .  108 

Intercity  luxury,  7  seats,  12.0  mpg _  72 

Air:  NASA  data. 

Twin  engine  turbofan,  68  to  106  seats,  500  mile 

stage,  0.44  to  0.54  mpg . .  ^37-47 

3  and  4  engine  turbofan,  131  to  200  seats,  500  mile 

stage,  0.21  to  0.29  mpg . . .  35-41 

3  and  4  engine  turbofan,  widebody,  256  to  385  seats. 
Wide-body  jets  use  new  high  bypass  turbofan 
engines  with  low  specific  fuel  consumption.  500 
mile  stage,  0.11  to  0.19  mpg . . .  44-51 


Source:  Secretary  DOT,  Report  to  the  Congreti  on  the  Rail  Paeunger  Service  Act, 
(July  1974)  pp.  41-42. 


Trains  cannot  capitalize  on  their  potential  resource 
efficiency  without  ridership.  If  ridership  is  light,  train 
benefits  will  be  minimal.  If  intercity  rail  passenger  serv¬ 
ice  does  not  attract  substantially  more  riders  in  the 
future,  Amtrak’s  deficits  will  continue. 

To  win  a  greater  share  of  the  market,  rail  service  must 
be  able  to  compete  with  other  modes  with  respect  to 
speed,  comfort  and  reliability.  Although  it  is  clear  that 
rail  services  consume  fewer  resources  for  heavy  volume 
trdvel  than  rival  modes,  that  is  not  the  reason  any  single 
customer  chooses  rail  over  travel  by  automobile,  air  or 
bus.  The  relative  environmental  efficiency  of  the  rail¬ 
road  has  little  to  do  with  the  choice  of  mode  by  the 
potential  traveler. 

Rail  service  today  is  limited  and  able  to  attract  only  a 
small  share  of  the  travel  market.  There  arc  several 
reasons  for  this  level  of  service;  first,  both  equipment 
and  roadbeds  are  old  and  expensive  to  maintain.  Sec¬ 
ond,  with  low  ridership,  equipment  utilization  is  poor. 


Third,  the  railroads  which  operate  train  services  have 
had  little  incentive  to  economize  because  of  “cost-plus” 
contracts  which  Amtrak  is  now  negotiating  to  provide 
performance  standards,  together  with  appropriate  pen¬ 
alties  and  incentives. 

In  the  future,  rail  cost  patterns  should  be  favorable 
for  the  rail  mode  in  point-to-point  markets  (“corri¬ 
dors”)  which  have  a  substantial  traffic  volume.  If  pas¬ 
senger  trains  can  become  competitive  with  the  private 
automobile  in  cost  and  service,  they  will  attract  more 
riders  and  unit  costs  will  drop.  Should  future  national 
policy  require  a  significant  shift  away  from  highway  or 
air  travel,  quality  rail  passenger  service  will  provide  an 
acceptable  travel  alternative.  Furthermore,  with  prop¬ 
erly  controlled  right-of-way  and  flexible  train  size, 
rail  capacity  can  be  expanded  without  the  level  of  ex¬ 
pense,  disruption  and  public  resistance  characteristic 
of  urban  highway  and  airport  construction. 

There  are  many  ways  in  which  train  travel  can  be¬ 
come  more  competitive  with  other  modes.  Current  tech¬ 
nology  offers  near-term  potential  for  improved  speed 
and  comfort  compared  to  the  private  automobile.  In 
contrast,  automobile  travel  is  expected  to  encounter 
higher  costs  and  deteriorating  service  patterns  as  con¬ 
gestion  occurs  in  certain  corridors.  Although  train 
speeds  will  never  approach  those  of  aircraft,  high  speed 
rail  service  can  be  directly  competitive  with  the  air¬ 
plane  for  distances  of  up  to  approximately  250  miles. 
For  example,  if  rail  travel  time  on  Washington-New 
York  trips  can  be  cut  from  3  to  2^/^  hours,  the  total 
realized  door-to-door  travel  time  begins  to  compare 
favorably  with  the  airplane  and  the  cost  to  the  passenger 
would  be  substantially  less,  particularly  when  total 
cost  of  travel,  including  taxi  fares,  is  included. 

Rail  passenger  service  outside  the  high  speed  corridor 
area  also  holds  the  potential  for  significant  growth  if 
performance  with  respect  to  speed,  ride  quality  and 
safety  is  improved.  As  track  conditions  are  improved  in 
the  Region,  passenger  service  will  benefit  from  in¬ 
creased  operating  speeds  and  reliability. 

Service  in  the  Region 

Rail  passenger  service  in  the  17-state  Region  can  best 
be  described  by  dividing  the  Region  into  two  areas: 
Northeast  Corridor  and  non-Northeast  Corridor  (Fig¬ 
ure  1).  The  Northeast  Corridor,  extending  from  Boston 
through  New  York  City  to  Washington,  D.C.,  covers 
less  than  2  percent  of  the  total  land  area  of  the  U.S., 
but  contains  about  20  percent  of  the  population.  Be¬ 
cause  of  this  heavy  population  concentration,  the  char¬ 
acter  of  rail  operations  in  the  Corridor  differs  signif¬ 
icantly  from  operations  in  the  remainder  of  the  Region 
and  the  rest  of  the  country. 

The  primary  difference  lies  in  the  high  frequency  of 
passenger  trains,  both  intercity  and  suburban,  which 
on  principal  arteries  share  track  with  numerous  freight 
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trains.  The  mix  of  rail  operations  in  the  Corridor — 
frequent  intercity  and  suburban  passenger  services, 
combined  with  frequent  fbeight  movements — is  dis¬ 
played  in  Table  2.  Intercity  passenger  operations  are 
handled  by  Amtrak,  and  suburban  operations  are 
carried  out  by  railroads  under  contract  to  various  com¬ 
muter  authorities.  Additionally,  most  Northeast  Corri¬ 
dor  passenger  services  are  provided  by  carriers  in  re¬ 
organization.^ 

Amtrak’s  Corridor  service  is  primarily  short-haul. 
Table  3  shows  average  daily  ridership  between  various 

>Pas6eng«r  serrices  are  provided  by  the  foUowlng  carriers  in  reor¬ 
ganisation  ;  Penn  Central,  Reading  and  Central  of  New  Jersey.  Passen¬ 
ger  services  are  also  provided  by  the  Brie  Lackawanna,  which  at  the 
time  of  this  writing  has  requested  it  be  included  in  the  restructured 
system,  but  authorising  legislation  is  pending. 


points  in  the  corridor  during  1973.  It  is  noteworthy  that 
the  highest  average  daily  ridership  between  any  two 
cities  was  on  trains  operating  between  New  York  and 
Philadelphia,  a  distance  of  only  90  miles. 

Operations  consist  of  high-speed,  premium-priced 
express  service  as  well  as  conventional  service.  Metro- 
liners  run  between  Washington  and  New  York  at 
1-hour  intervals  during  the  heavily  traveled  daylight 
hours.  Although  capable  of  top  speeds  of  over  150 
m.p.h.,  right-of-way  problems  have  limited  the  Metro- 
liners  to  a  current  maximum  of  105  m.p.h.  Even  so, 
these  trains  offer  the  fastest  ground  transportation  in 
the  Corridor,  making  the  trip  from  midtown  New  York 
to  midtown  Washington  in  3  hours. 

In  addition  to  its  premium  Metroliner  service. 
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Table  2. — Daily  traffic  dentity  on  Northeati  Corridor  segments 


Line  segment 

Number 

of 

mllee 

Number  of 
main 
tracks 

Number  of  trains 

Intercity 

Suburban 

Freight 

Total 

Metro  > 

Conventional 

North  of  New  York: 

♦ 

Boston  to  Providence . 

44 

2-8 

4 

18 

28 

2-6 

56 

Providence  to  New  Heven . 

118 

2 

4 

18 

2 

4 

28 

New  Heven  to  Stamford . 

39 

4 

6 

24 

60 

6 

96 

Stamford  to  New  Rochelle . 

18 

« 

6 

24 

162 

4 

198 

New  Rochelle  to  New  York . 

20 

2-4 

6 

24 

420 

4 

450 

South  of  New  York: 

New  York  to  Newark . . . . 

10 

2 

80 

58 

120 

2QR 

Newark  to  Rahway . . . 

11 

4-6 

80 

58 

196 

84 

818 

Rahway  to  Trenton . 

87 

4 

30 

58 

76 

36 

200 

Trenton  to  Philadelphia . 

88 

4 

80 

11 

*41 

*18 

100 

Philadelphia  to  Wilmington . . . 

21 

4 

80 

21 

>48 

*18 

117 

82 

8-2 

80 

21 

20 

71 

Perryvllle  to  Baltimore . 

86 

4-2 

80 

24 

28 

82 

Baltimore  to  Washington . 

40 

8 

80 

80 

4 

22 

86 

West  of  Philadelphia: 

7 

4 

80 

111 

16 

157 

10 

4 

80 

72 

16 

118 

12 

4 

30 

2 

40 

72 

71 

4 

80 

40-16 

46 

1 

^  iDcludea  turbotralns  north  of  New  York.  Source :  Current  freight,  Amtrak  and  suburban  timetables. 

*  Freight  and  suburban  trains  on  separate  tracks  through  Philadelphia. 


Table  3. — Average  daUy  ridership  in 
the  Northeast  Corridor 


AaeToee 

End'points:  rUUn^ip 

Philadelphia  to  New  York. . .  9,  675 

Boston  to  Washington . . .  7,  030 

New  York  to  Washington _  6,  700 

Philadelphia  to  Boston  _ _  985 

Springfield  to  Washington _ _ _ _  755 

New  York  to  Boston . . . .  560 

New  Haven  to  Washington . . . .  530 

New  Haven  to  Hartford . . . .  265 

New  Haven  to  Springfield _ _ _  210 


Total,  Northeast  Corridor _ J - - 26,  710 


(Represents  total  number  of  passengers  served  by  trains  operating  between  noted 
end-points.) 

Data  source:  Secretary,  DOT,  Bail  Service  in  Ike  Midweet  and  Nortkeaet  Region, 
▼ol.  1,  February  1974,  p.  84. 

Amtrak  provides  turbotrain  and  conventional  train 
service  in  the  Corridor  at  somewhat  lower  fares.  Be¬ 
tween  New  York  and  Boston,  limited-stop  service  is 
provided  by  turbotrains.  Limitations  caused  by  poor 
roadbeds  and  equipment  failures  have  reduced  the 
maximum  speed  of  these  trains  well  below  their  design 
speed,  making  travel  time  from  New  York  to  Boston 
four  hours.  Conventional  trains,  which  provide  the  bulk 
of  service,  operate  at  top  speeds  of  80  m.p.h.  on  four  and 
one-half  to  five  hour  schedules  between  New  York  and 
Boston. 

The  major  metropolitan  areas  in  the  Northeast  Cor¬ 
ridor  are  provided  with  surburban  services  by  railroads 
under  contract  to  various  commuter  authorities.  New 
York  and  northern  New  Jersey,  Philadelphia  and  Bos¬ 
ton  are  the  centers  of  suburban  rail  activity  in  the  Cor¬ 
ridor,  though  some  additional  suburban  traffic  is  gen¬ 


erated  at  other  locations.  Table  4  summarizes  operations 
in  each  city. 

Commuter  trains  are  operated  in  large  numbers  and 
in  strict  adherence  to  schedules.  At  some  points,  train 
headways  are  as  short  as  90  seconds.  Suburban  opera- 


Table  4. — Daily  Northeast  Corridor  suburban  operations 


City  - 

1 

Contracting 

authority 

Operating 

railroad 

Number 
of  routes 

Number 
of  daily 
trains  > 

1978 

weekday 

passen¬ 

ger 

trips* 

Boston _ _ 

MBTA . 

PC 

5 

74 

14,600 

MBTA . 

BM . 

7 

229 

20,000 

Now  York... . 

N.J.  DOT . 

CNJ.  ..  . 

3 

65 

16,600 

NJ.  DOT . 

RDO . 

1 

4 

400 

N.J.  DOT . 

NYLB 

1 

54 

28,000 

' 

(CNJ, 

PC). 

N  J.  DOT/ 

EL . 

7 

240 

72,000 

MTA. 

NJ.  DOT . 

PC 

3 

124 

40,600 

MTA . 

PC.. . 

2 

267 

76,000 

MTA/CTA . 

PC . . 

4 

160 

69,000 

MTA . 

LI . 

8 

363 

246,000 

Philadelphia . 

SEPTA . 

EDO . 

8 

355 

46,000 

SEPTA . 

PC . 

6 

394 

67,000 

N  J.  DOT . 

PRSL . 

2 

8 

500 

be 

1 

4 

900 

BO . 

2 

16 

2,700 

I  Sum  of  2  directions— deadhead  moves  not  Included. 

*  Secretary,  DOT  Rail  Servia  in  the  Midweet  and  Nortkeaet  Region,  vol.  1,  p.  84. 
Source:  Current  suburban  timetables. 


tions  in  the  Corridor  are  expected  to  increase  in  the 
future.  Operating  larger  numbers  of  commuter  trains, 
Amtrak  trains  and  freight  trains  over  the  same  facili¬ 
ties  will  cause  some  congestion  and  scheduling  conflicts 
unless  sufficient  track  capacity  is  provided.  Figure  2  pro¬ 
vides  a  summary  of  rail  operations  in  the  Northeast 
Corridor :  daily  Amtrak,  suburban  and  freight  densities 
are  displayed  for  segments  of  the  Corridor. 
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THE  AUTO-TRAIN 


Another  intercity  service  that  operates  into  the  Re- 
j?ion  and  deserves  some  note  is  provided  by  Auto-Train, 
a  private  corporation  which  began  operations  in  De¬ 
cember,  1971,  seven  months  after  the  inception  of  Am- 
trak.  This  apparently  profitable  service  without  gov¬ 
ernment  aid  carries  passengers  and  their  automobiles 
on  two  routes  between  Lorton,  Va.,  (a  suburb  of  Wash¬ 
ington,  D.C.)  and  Sanford,  Fla.  (near  Disney  World), 
and  between  Louisville,  Ky.  and  Sanford.  It  involves 
no  new  technology;  it  simply  adds  enclosed  bi-level 
railroad  auto  carrying  cars  to  conventional  long-haul 
passenger  equipment. 

Auto-Train  operates  two  trains  a  day,  one  in  each 
direction,  between  Washington  and  Florida.  Trains 


have  been  expanded  to  a  typical  consist  of  39  cars.  Often 
the  demand  for  reservations  exceeds  available  capacity, 
and  some  dates  are  sold  out  almost  a  year  in  advance. 

It  is  not  difficult  to  understand  the  reasons  for  the 
popularity  of  this  new  mode  of  travel ;  it  offers  an  at¬ 
tractive  compromise  between  the  alternatives  of  air/ 
car  rental  and  auto  for  the  traveler  who  needs  a  car  at 
the  other  end  of  the  journey.  Jet  aircraft  coupled  with 
rental  cars  at  destination  offers  the  quickest  and  most 
convenient  method  of  travel  for  long  distances,  but  it 
is  relatively  expensive.  At  the  other  extreme,  travelers 
may  choose  to  drive  because  it  is  cheaper,  but  in  so  do¬ 
ing  endure  long  travel  times  and  highway  dangers  or 
inconveniences.  , 


The  area  outside  the  Northeast  Corridor  is  charac¬ 
terized  by  significantly  lower  population  densities^  met¬ 
ropolitan  areas  outside  the  Corridor  being  both  smaller 
and  farther  apart  than  those  in  the  Northeast  Corri¬ 
dor.  Associated  with  the  lower  population  density  is  a 
different  market  for  both  intercity  and  suburban  pub- 


Table  5. — Intercity  passenger  service  in  the  Region  outside  the 
Northeast  Corridor 


Roate 

Number 
of  miles 

Number 
of  daily 
trains 

Operating 

idlroad 

Amtnk: 

New  York-Kanaas  City . 

1,829 

2 

PC/MP. 

New  York -Chicago . 

907 

2 

PC. 

Washington-Clndniiatl-Clileago _ 

008 

2 

Chessle.i 

Chlcago-Looisvllle-Floilda. . 

1.504 

2 

PC/LN/8CL.* 

Washlngton-Montreai . 

570 

2 

PC/BM/CV. 

Now  York-Floilda . 

1.752 

6 

PC/RFP/8CL. 

Now  Ymrk-Albany . 

141 

6 

PC. 

Now  York-Syracuao . 

28« 

2 

PC. 

Now  York -Buffalo . 

486 

4 

PC. 

Now  York -Montreal . 

381 

2 

PC,  DH. 

Dotroit-Buffalo . 

288 

2 

PC. 

Chicago-Detroit . : . 

279 

4 

PC. 

Washlngton-Cnmberland . 

146 

2 

Chessle. 

Chicago-New  Orleans . 

924 

2 

ICO. 

Chicago-Bt.  Louis . 

284 

6 

ICO. 

Chlcago-Port  Huron . 

819 

2 

PC/OTW. 

Chlcago-Champaign/Urbana . 

180 

2 

ICO. 

Chicago -Carbondale . 

810 

2 

ICO. 

Chicago-Dubuque . 

182 

2 

ICO. 

Chlcago-Quincy . 

262 

2 

BN. 

Chlcago-Mllwaukee . 

85 

14 

MILW. 

Non-Amtrak: 

Washington-New  Orleans . 

1,154 

*4 

SOU. 

Washington-Lynchburg . 

172 

2 

SOU. 

Chicago-Peorla . 

161 

2 

CRIP. 

Chicago-Rock  Island . 

181 

2 

CRIP. 

Washlngton-Florida . 

856 

2 

Auto-Train.* 

Louisrille-Florlda . 

1,008 

(*)  • 

Auto-Train. 

Bullalo-Toronto . 

102 

2 

PC/THB/CP. 

I  Normal  rooting  is  PC  west  of  Cincinnati . 

*  Normal  routing  is  PC  via  Kankakee;  at  present,  routing  is  PC  via  Logansport. 

*  Daily  service  between  Washington  and  Birmingham  with  triweekly  service  be¬ 
tween  Birmingham  and  New  Orleans. 

<  Train  is  operated  by  Auto-Train  Corp.  over  the  RFP  and  SCL. 

*  Train  is  operated  weekly  by  Auto-Train  Corp.  over  LN  and  SCL. 

SooAe:  Amtiak  system  timetable,  November  1074. 


lie  transportation.  Amtrak’s  service  outside  the  North¬ 
east  Corridor  is  typified  by  long-distance  trains.  Some 
corridor-type  traffic  exists  in  this  area,  but  train  serv¬ 
ice  is  primarily  long-haul.  Through  trains  may  pass 
•  over  several  short  “corridors”  in  the  course  of  one  trip. 

Table  5  lists  Amtrak’s  service  between  various  cities. 
In  all  cases  the  level  of  service  is  lower  than  in  the 
Northeast  Corridor.  Schedules  are  slower,  and  some 
cities  receive  service  only  in  the  middle  of  the  night. 
All  operations  are  provided  by  conventional  trains  ex¬ 
cept  between  Chicago  and  St.  Louis  where  French-built 
turboliners  capable  of  high  speeds  are  utilized. 

The  bulk  of  Amtrak’s  operation  outside  the  Corri¬ 
dor  is  operated  by  the  Penn  Central.  Most  suburban 
service  outside  the  Northeast  Corridor  is  provided  by 
solvent  railroads  in  four  cities :  Chicago,  Detroit,  Cleve¬ 
land  and  Pittsburgh.  Table  6  lists  these  services  by  city. 
Chicago’s  suburban  operations  have  the  same  character¬ 
istics  as  those  in  the  Corridor — hi^  volume  service 
peaking  during  morning  and  evening  rush  hours. 

The  three  other  cities  have  only  skeletal,  rush-hour 
services.  Since  Amtrak’s  intercity  service  has  a  much 
lower'  frequency  of  operation  in  these  areas,  conflicts 
between  the  two  services  are  minimal.  Interference  be¬ 
tween  passengers  and  freight  operations  can  be  a  prob¬ 
lem,  however. 

Most  non-Corridor  suburban  services  use  conven¬ 
tional  locomotive-hauled  trains.  Cleveland  and  Detroit 
trains  consist  of  converted  long-haul  equipment ;  Pitts¬ 
burgh  trains  use  long-haul  equipment  plus  rail  diesel 
cars.  Cars  used  in  Chicago  are  of  special  design  for 
suburban  service.  Those  on  Burlington  Northern,  Chi¬ 
cago  &  Northw’estem  and  the  Milwaukee  road  are  high 
density  bi-level  units  pulled  by  new  or  recently  recondi¬ 
tioned  locomotives.  On  the  Illinois  Central  Gulf  and 
South  Shore  lines,  electric  self-propelled  cars'  are  used 
exclusively. 
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Table  6. — Daily  mburban  operaliont  otUside  the  Nortkeaet  Corridor 


City 

ContractlnK 

authority 

Operating 

railroad 

Number 

of 

routes 

Number 

of 

daUy 

trains* 

1978  . 
weekday 
passenger 
tripe* 

PAT* . 

Cheaaie 

1 

14 

1,000 

PLE 

1 

2 

400 

SEMTA . 

OTW 

1 

8 

2,000 

Mich.  DOT 

PC 

2 

200 

Cleveland _ 

EL 

1 

2 

300 

KTA . 

BN 

1 

82 

43,000 

RTA . 

ICG 

4 

205 

60,000 

RTA . 

MILW 

2 

76 

29,500 

RTA . 

NW 

1 

2 

1,600 

• 

RTA . 

CNW 

4 

198 

85,000 

PC 

1 

4 

1,200 

RTA . 

CRIP 

2 

63 

26,000 

CSSSB 

1 

30 

10,600 

«  8am  of  two  directions— deadhead  moves  not  Included. 

>  Secretary,  DOT,  RaU  Seniee  in  the  MUwetl  and  Northeast  Refion,  vol.  1,  p.  84. 

*  Scheduled  to  become  effective  Feb.  1, 1975. 

*  Amtrak  403(b)  suburban  service. 

Source;  Current  suburban  timetables. 

Quality  of  Service 

During  the  late  1950’s  and  throughout  the  1960’s,  the 
image  of  rail  passenger  service  suffered  continuous  de¬ 
terioration  in  the  eyes  of  the  traveling  public.  Service 
became  characterized  by  faulty  equipment,  poor  on-time 
performance  and  records,  inadequate  reservations  serv¬ 
ices,  out-moded  terminal  facilities  and  unresponsive 
personnel.  At  the  same  time,  airlines  were  winning  a 
larger  share  of  the  passenger  market  by  providing  an 
attractive  service  which  became  a  standard  for  the 
traveling  public. 

As  the  number  of  rail  passengers  was  declining 
rapidly  during  the  1950’s  and  1960’s,  many  Americans 
were  traveling  in  Europe  and  Japan  where  they  found 
high-quality  rail  services.  This  small  but  articulate  and 
influential  segment  of  the  public  increasingly  became 
aware  that  good  rail  transportation  could  be  provided 
by  existing  technology. 

Congress  passed  the  National  Rail  Passenger  Act  in 
October,  1970,  establishing  the  National  Railroad  Pas¬ 
senger  Corporation,  better  known  as  Amtrak,  in  the 
hope  that  a  cmnpletely  new  organization,  free  from  the 
encumbrances  of  operating  both  freight  and  passenger 
services,  would  be  able  to  provide  a  service  commensu¬ 
rate  with  public  desires.  One  of  the  major  advantages 
of  the  Amtrak  concept  was  that  a  single  entity  would 
have  centralized  control  of  passenger  operations  and 
could  set  uniform  service  standards  thereby  creating  a 
better  image  for  rail  service.  It  was  hoped  that  with 
improved  service,  the  traveling  public  would  find  rail 
transportation  an  increasingly  attractive  alternative  for 
intercity  travel. 

The  history  of  suburban  service  in  the  Region  is  much 
the  same.  Railroads  first  provided  suburban  services  be¬ 
cause  they  could  move  large  volumes  of  pass^gers  at  a 
profit.  As  other  modes  of  transportation  developed,  how¬ 
ever,  ridership  declined,  costs  increased  and  profits  be¬ 


came  losses.  As  the  operating  losses  increased  and 
equipment  became  older,  railroads  began  to  seek  aban¬ 
donment  of  these  services.  Metropolitan  areas,  already 
faced  with  increasing  vehicular  congestion,  had  the 
alternative  of  losing  rail  transportation  or  of  subsi¬ 
dizing  it,  and  many  areas  chose  the  latter.  As  a  result, 
most  suburban  service  now  offered  in  the  Region  is 
subsidized  at  various  levels  by  some  government  entity. 

Quality  of  Amtrak  Service 

The  Act  in  Section  202(b)  (3)  requires  USRA  to 
study  the  quality  as  well  as  the  scope  of  rail  passenger 
service  in  the  Region.  The  Amtrak  Annual  IB^port  for 
1973  indicates  considerable  public  dissatisfaction  with 
the  service.  Table  7  lists  the  number  of  favorable  and 
unfavorable  passenger  comments  Amtrak  received  con¬ 
cerning  each  service  between  August  and  December 
1973.  Ridership  volumes  affect  the  nwniber  of  comments 
concerning  particular  trains,  but  the  ratio  of  unfavor¬ 
able  to  favorable  comments  provides  a  meaningful  in¬ 
dication  of  the  relative  levels  of  satisfaction  with 
particular  services. 

Fr(Hn  inspection  of  Table  7,  it  is  apparent  that,  in 
spite  of  high  ridership  levels,  the  traveling  public  is  far 
less  satisfied  with  services  within  the  Northeast  Cor¬ 
ridor  than  outside  the  Corridor.  Table  8  shows  that  the 
major  areas  of  dissatisfaction  are  heating  and  air  con¬ 
ditioning,  equipment  condition,  on-time  performance, 
reservation  systems  and  station  facilities.  Table  8  sum¬ 
marizes  more  recent  complaints  to  the  Interstate  Com¬ 
merce  Commission  and  indicates  that  the  same  problems 
continue  to  trouble  Amtrak  customers. 


Table  7. — Consumer  comments  received  by  Amtrak  by  route, 
August-December  1973, 


Routes 

Criticism 

Praise 

Rstlo:C/P 

Northeast  Corridor: 

Conventional . 

62f 

112 

A5B 

Metrollners/turbos . 

175 

48 

&64 

Harrisburg-Philadelphia . 

14 

8 

1.75. 

Non-Northeast  Corridor: 

Chicago-New  Orleans . . 

116 

26 

A46 

Washlngton-Cincinnatl-Chicago _ 

106 

80 

8.00 

Washington-Cumberland . 

0 

2 

8.00 

New  York -Florida . . . . 

846 

288 

2.98 

New  York-Cblcago . 

821 

135 

2.37 

Chicago-St.  Louis . 

72 

82 

2.25 

Chicago-Florida . 

248 

111 

Z28 

Wasbington-Montreal . 

160 

109 

L46 

51 

36 

1.42 

Chlcago-Detrolt . 

47 

86 

1.80 

New  York -Kansas  City . 

149 

155 

.96 

Source:  1978  Amtrak  annual  report. 


Several  factors  underlie  Amtrak’s  service  deficiencies. 
The  first  is  equipment  failures.  The  corporation’s  initial 
efforts  were  commendable  but  limited  by  the  equipment 
it  inherited  from  the  rail  industry.  Amtrak  did  choose 
the  best  one-third  of  the  equipment  fleet  available 
from  member  railroads.  The  Corporation  launched  a 
coordinated  marketing  program  encompassing  new  in- 
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Table  8. — Number  of  consumer  complaints,  by  category,  August- 
December  197S  vs.  April-August  1974 


Catagories 

August-Deoember  1978 ' 

April-August 
1974  « 

Criticism 

Praise 

Criticism 

717 

29 

1575 

Equipment  condition _ 

712 

313 

578 

092 

90 

405 

S25 

749 

(«) 

581 

486 

35 

SchediilM .  . .  . . 

437 

159 

37 

296 

404 

134 

266 

37 

254 

0 

1  482 

Station  seirices _ 

230 

65 

84 

182 

44 

(*) 

(*) 

240 

173 

34 

167 

406 

132 

16 

(*) 

14 

103 

15 

95 

21 

(*) 

36 

78 

11 

*  Source:  1973  Amtrak  annual  report. 

*  Source;  Interstate  Commerce  Commission. 

*  Not  available. 


terior  aiid  exterior  color  schemes  on  the  cars  and  promo¬ 
tion  of  the  “Tracks  are  Back”  slogan.  Unfortunately, 
major  overhaul  work  was  not  done,  and  the  passenger 
cars  could  not  be  operated  with  full  reliability.  As  car 
miles  accumulated  under  Amtrak’s  operation,  equip¬ 
ment  failures  liecame  an  increasing  problem.  Passengers 
often  were  afflicted  with  inoperative  heat  in  winter  and 
inoperative  air-conditioning  in  summer. 

Equipment  problems  are  attributable  to  two  major 
factors;  age  and  inadequate  refurbishing.  The  average 
age  of  the  active  fleet  is  25  yeai’s,  and  even  though  the 
best  available  cars  were  selected  for  Amtrak  sendee, 
they  were  not  in  good  condition,  and  Amtrak  did  not 
overhaul  the  mechanical,  structural  and  electrical  sys¬ 
tems  on  most  of  the  cars. 

The  high  rate  of  equipment  failure  not  only  causes 
passenger  discomfoit  and  train  delays,  but  also  results 
in  reduced  equipment  supply  and  thus  shortages  because 
of  lower  utilization.  In  many  cases,  the  need  for  cars  to 
met^  service  requirements  has  become  so  acute  that  even 
“bad  order  cal’s”  (those  in  need  of  repairs)  are  returned 
to  service  lx*fore  they  can  lie  repaired  fully  or  properly. 
The  equipment  supply  problem  is  comi>ounded  by  the 
fact  that  Amtrak  originally  jiurchased  too  few  cars, 
misgauging  its  ixitential  market. 

Equijiment  used  in  long-distance  trains  such  as  the 
Broadway  Limited  and  National  Limited  has,  because 
of  the  longer  running  times,  lieen  a  particular  problem 
since  it  is  mon*,  vulneralile  to  failure  than  the  equipment 
in  short-haul  Corridor  service.  Passengers  also  liecome 
less  tolerant  of  discomfort  as  they  travel  longer  dis¬ 
tances.  Amtrak  has  made  great  efforts  to  increase  the 
sco^ie  and  quality  of  its  I’epair  and  refurbishment  work, 


but  with  such  old  equipment,  no  program  can  produce 
entirely  satisfactory  results.  Amtrak’s  marketing  pro¬ 
gram  has  been  impeded  accordingly. 

Utilization  rates  arc  a  fairly  good  measure  of  equip¬ 
ment  availability.  The  rate  of  utilization  is  defined  as 
the  ratio  of  hours  of  revenue  producing  service  in  a  week 
to  total  hours  in  a  week  (168).  Table  9  shows  utilization 
rates  for  four  different  types  of  equipment.  In  the 
Northeast  Corridor,  the  low  utilization  rate  on  conven¬ 
tional  coaches  is  especially  noteworthy. 

Although  Amtrak’s  newest  equipment  is  operated  in 
the  Corridor,  the  vast  majority  of  seat  miles  in  the  Cor¬ 
ridor  is  provided  by  conventional  equipment.  Most  of 
this  equipment  was  downgraded  from  long-haul  service 
after  deteriorating  with  age.  In  additimi,  controversy 
at  Amtrak’s  inception  as  to  whether  Penn  Central  or 
Amtrak  was  responsible  for  200  and  600  Series  (New 
York- Philadelphia  and  Philadelphia- Harrisburg  re¬ 
spectively)  convMitional  train  service  delayed  inclusion 
of  this  equipment  in  a  refurbishment  program. 


Table  9. — Amtrak  equipment  utilization,  1973 


Type 

Number  of 
cars 

Average  age 
(years) 

Utilisation 

factor 

(percent) 

350 

25 

44 

920 

24 

30 

360 

27 

30 

215 

28 

40 

1,845 

25 

34 

Source:  Secretary  DOT,  “Report  to  Congress”  (July  1974,  p.  28). 

Another  indication  of  equipment  problems  is  shown 
in  Figure  3.  At  present  levels  of  service,  approximately 


FIGUM  1 

AMTRAK  NON-POWERED  EQUIPMENT  REQUIREMENTS 


TOTAL  CARS  IN 


JAN  FEB  MAR  APR  MAT  JUN  JOLT  AUC  Wtr  OCT  NOV  KC 
1B73 


SOURCE:  Secretary  Department  of  Transportation, 

Report  to  CoaareBB  on  the  Rail  PaABengBr  Service 
Act  (July.  1974),  p.  29. 

1,000  cars  are  needed,  Amtrak  owns  approximately 
1,800  cal’s  but  800  are  in  need  of  repairs,  out  of  service 
for  other  reasons  or  held  as  backup  equipment. 
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FIGURE  4 

DEFECTIVE  EQUIPMENT  (BAD  ORDER)  RATIOS: 
POWERED  EQUIPMENT 


ELECTRIC  LINERS  DIESEL 

CARS 

TYPE  OF  EQUIPMENT 

SOURCE:  Secretary  DOT,  Report  To  Congress 
On  The  Rail  Passenger  Service  Act  (July. 
1974)  p.  31. 


Anitrak  has  also  exj^erienced  high  failure  rates  with 
the  two  newer  tyj)es  of  equipment  used  in  the  Corridor. 
F'igure  4  shows  bad-order  ratios  for  each  type  of 
powei-ed  equipment,  the  highest  applying  to  turbotrains 
(50%)  and  Metrolinei-s  (25%).  In  contrast,  electric 
locomotives,  which  power  conventional  trains,  the  most 
recent  of  which  was  built  in  1943,  hav’e  a  bad-order  ratio 
of  approximately  11  percent. 

After  heating  and  aii-  conditioning  failures  and  poor 
condition  of  equipment,  the  most  frequent  complaint  of 
Amtrak  passengers  was  on-time  performance.  System- 
wide.  Amtraks  on-time  performance  record  declined 
from  1971  through  1973.  Table  10  summarizes  the  per¬ 
formance  records  for  the  railroads  over  which  Amtrak 
oj)erates.  On-time  peiformance  records  for  the  major 
carriers  in  the  Region — Penn  (^entral  and  the  Chessie 
System — have  deteriorated  over  the  three-year  j)eriod. 
Furthermore,  Penn  Central's  figure  is  considered  to  Ik* 
lower  than  shown  in  the  table  due  to  reimHing  trains 
on  time  even  though  they  were  more  than  five  minutes 


late.*  Recent  changes  in  reix)rting  procedures  required 
by  the  ICC  affect  the  statistics;  Amtrak  formerly  re- 
[)orted  all  trains  over  five  minutes  tardy  as  late  trains, 
but  the  new  ICC  rules  permit  leeway  up  to  thirty  min¬ 
utes — depending  on  distance  of  the  trip. 


Table  10. — Summary  of  on-time  performance — by  railroad 
[In  percent] 


1971 

1972 

1973 

Santa  Fe _ 

80.7 

84.8 

67.0 

Burlington  Northern _ 

68.5 

71.8 

64.2 

Chesapeake  &  Ohio/Baltimoreik  Ohio... 

80.2 

73.8 

57.8 

Illinois  Central  QuU _ 

54.9 

57.7 

33.5 

Louisville  &  Nashville _ 

57.6 

45.2 

42.6 

Milwaukee  Road _ 

88.4 

87.6 

68.1 

Missouri  Pacific _ 

85.0 

58.4 

.■>8.0 

Penn  Central _ 

60.4 

78.7* 

62.7 

Richmond,  Frederickstnpg  &  Potomac. 

81.1 

70.7 

58.4 

Seaboard  Coast  Line _ 

68.9 

73.7 

51.8 

Southern  Pacific _ 

60.2 

67.0 

40.1 

Union  Pacific _ 

92.1 

87.6 

77.4 

Source:  Secretary  DOT,  “Report  to  Congress”  (July  1974)  p.  25. 


Amtrak’s  long-haul  trains  generally  have  a  perform¬ 
ance  record  inferior  to  that  of  shoit-haul  trains.  These 
trains  must  traverse  more  miles  at  speeds  restricted  be¬ 
cause  of  track  conditions.  For  example,  the  Broadway 
TAmited  must  operate  at  30  m.p.h.  over  some  portions 
of  its  route  where  better  track  maintenance  permitted 
speeds  up  to  90  m.p.h.  in  the  past.  Even  with  schedules 
lengthened,  as  shown  on  Table  11,  poor  track  conditions 
and  delays  in  ivmoving  defective  equipment  have 
caused  on-time  performance  to  deteriorate.  Table  12 
summarizes  on-time  jierfonnance  for  Amtrak  trains 
opeiating  in  the  Region  between  May  and  October  1974. 
Figure  5  illustrates  the  decline  in  Amtrak's  systemwide 
on-time  performance  for  Iwth  long-haul  and  short  haul 
trains. 

Deteriorated  track  condition  systemwide  accounted 
for  32  percent  of  all  Amtrak  delays  during  1973.  Since 
most  of  the  deteriorated  track  over  which  Amtrak  oj)- 
erates  is  in  the  East,  these  slow  orders  would  be  respon¬ 
sible  for  far  more  than  32  peicent  of  the  delays  to  trains 
operating  in  the  Region.  The  exact  number  of  miles  af¬ 
fected  by  slow  orders  varies  from  day  to  day  as  some 
sections  of  track  are  repaired  and  others  Ix'come  defec¬ 
tive,  but  the  pioblem  is  widespread  and  serious  in  the 
Region,  especially  outside  the  Northeast  (’orridor.  De¬ 
teriorated  track  and  structures  often  reduce  train  speeds 
to  as  loM'  as  10  m.p.h. 

Conditions  became  so  serious  in  Indiana  during  1974 
that  the  Federal  Railroad  Administration  (FRA) 
closed  down  (>7  miles  of  track,  deeming  it  unsafe  at  any 
speed.  Two  Amtrak  trains— James  Whitcomb  Riley 
and  the  Flaridian — had  to  Ixi  moved  away  from  their 

SU.S.  Department  of  Transportation,  Report  to  CotigreHti  on  the  Rail 
Pasaenger  Service  Act.  (July,  1974),  p.  25. 
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oiijjinal  routes  to  alternative  routes  to  avoid  the  woi*st 
stivtches  of  trac*k.  Major  cities  tliereby  lost  service, 
further  coiu|>licatiu<r  Anitrak's  planning  efforts. 

FIGURE  5 
AMTRAK 

SYSTEM  ON-TIME  PERFORMANCE 


LONG  HAUL 


SHORT  HAUL 


SOURCE:  SECRETARY  DOT,  REPORT  TO  CONGRESS  ON 
THE  RAIL  PASSENGER  SERVICE  ACT  (JULY,  1974)  P.  26 
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Tablk  11. — Comparison  of  rail  travel  times  between  selected  major 
city  pairs,  1949  versus  1974 


City  pair 

Eiapsed  t 

1949 

ravel  time 

1974 

Pensent 

increase 

(decrease) 

1949-74 

N*'w  York-Chicago _ 

le'OO" 

n'OO" 

6 

Now  York-St.  Louis _ 

ao'oo" 

'  21'15" 

6 

Washingtoii-Chicago  .  _  .  . 

le'oO" 

irw 

8 

Washington-Cincinnati _ 

U'OO" 

13'25" 

(4) 

Chicago-Cincinnati _ _ 

5'30" 

8'15" 

50 

Chicago-Louisvillr _ 

5'45'' 

9'15" 

01 

Washi  ngton-Montreal _ 

li’W 

IB'SO" 

7 

New  York- Albany _ 

yas" 

2'sa" 

10 

New  York-Montreal . 

IVOO" 

IVW 

3 

Detroit-Chicago _ 

5’00" 

5'45" 

15 

Chicago-Carbondaie _ 

4'25" 

b'W 

21 

Chicago-8t.  Louis _ _ 

S'lO" 

S'OO" 

(«) 

Chieago-Port  Huron _ 

8'(K" 

S'lO" 

1 

Chieaso-Milwaiikee  . .  _ 

1’15" 

I'ao" 

20 

1 

Source:  "Ofllcial  Railway  Guide,"  September  1949;  Amtrak  system  timetable’ 
November  1974. 


Tablk  12. — On-lime  performance  summary  •  for  selected  Amtrak 
service,  May-October  1974 


Service 

Distance 

(miles) 

Number  of 
trains 

Percent 

on-time 

Northeast  Corridor. _ _ _ 

20,061 

82.5 

Metroliner _ _ _ 

225 

Turbotrain _ 

232 

5, '203 

79.8 

Convontional _ 

91  4.S0 

14.096 

84.5 

4,016 

368 

62.0 

New  York/Kansas  City . . . 

1,329 

1.4 

New  York/Chicago _ _ _ 

907 

368 

12.8 

Waslilngton/Cineiiinati/Chicago. . . . 

903 

368 

36.1 

Washington/Moiitreal _ 

670 

368 

79.6 

New  York/Buflalo _ , _ 

436 

1,838 

76.7 

Chicago/ Detroit _ _ 

279 

736 

84.5 

■  Refleets  the  changes  in  on-time  reporting  procedures  which  became  effective 
Jan.  1,  1974. 

Source:  Monthly  Amtrak  reports  for  ridersliip  and  on-time  performanee. 


The  slow  order  problem  makes  late  arrivals  almost 
inevitable,  because  many  schedules  are  based  upon  past 
performance  when  passenger  trains  were  operated  at 
faster  speeds.  While  the  recommended  track  program 
will  eventually  correct  the  slow-order  problem,  imple¬ 
mentation  will  require  3  to  7  years. 

h^quipment  failures  also  affect  on-time  performance. 
Power  unit  failures  may  reduce  acceleration  rates  and 
maximum  sjjeeds  and,  under  some  conditions,  can  immo¬ 
bilize  a  train.  Mechanical,  electrical  or  structural 
failures  on  passenger  cars  are  likely  to  necessitate  un¬ 
scheduled  stops  or  excessive  waits  in  tenninals  while 
defective  equipment  is  lepaiied  or  removed.  Even 
though  passenger  service  has  priority  over  freight  serv¬ 
ice,  rail  passengers  frequently  find  their  train  held  up 
in  order  to  give  a  freight  the  right-of-way. 

Reservation  grievances^  although  decreasing  in  num- 
l)er,  aiv  still  high  on  the  list  of  complaints.  The  improve¬ 
ment  is  due  largely  to  the  introduction  of  ARTS  (Am¬ 
trak  Reservations  and  Ticketing  System).  Since  April, 
1974,  this  computerized  system  has  provided  toll-free 
reservations  service  through  five  regional  centers.  Never- 
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theless,  l  ail  passengers  still  face  an  antiquated  system  at 
the  ticket  counters. 

Insufficient  mimbeis  of  i-eservation  clerks  and  slow 
ticketing  procedures  produce  long  waits.  Often  clerks 
ai-e  unfamiliar  with  the  complexities  of  tariff  regula¬ 
tions.  causing  confusion.  Also  it  is  not  uncommon  for  a 
boarding  passenger  to  find  a  reserved  seat  or  sleeping 
accommodation  already  occupied.  I^ack  of  coordination 
l)etween  reservations  and  oj^erating  personnel  and 
changes  of  originally  assigned  equipment  are  to  blame. 

Many  atations  are  in  a  distressing  state  of  disrepair, 
and  massive  renovation  is  necessary.  Stations  are  dark, 
dirty  and  lacking  in  even  such  services  as  telephones. 
Restrooms  are  often  out  of  order  or  non-eristwit,  and 
train  information  is  not.  always  readily  available. 
Typically,  stations  are  located  in  the  older  sections  of 
cities,  often  near  industrial  areas.  Crime  may  be  a  prob¬ 
lem.  and  satisfactory  parking  and  access  to  mass  trans¬ 
portation  often  are  not  available.  The  negative  impres¬ 
sion  provided  by  the  stations  may  be  a  significant  factor 
in  marketing  rail  passenger  services  even  when  other 
sendees  are  improved. 

Quality  of  Suburban  Service 

Commuters,  too.  seek  frequent,  prompt  and  comfort¬ 
able  rail  transportation,  but  they  have  a  different  set  of 
priorities.  Subuihan  trains  move  large  numbers  of  peo¬ 
ple  over  relatively  short  distances  between  their  resi¬ 
dences  and  places  of  business.  Because  suburban  service 
takes  place  within  limited  morning  and  afternoon  time 
periods  and  arrival  at  a  specific  time  is  essential,  the 
traveling  public  is  most  concerned  about  schedule  fre¬ 
quency  and  on-time  performance  and  is  more  tolerant 
of  some  discomfort. 

The  uniquely  high  population  density  of  the  North¬ 
east  Corridor  has  favorably  influenced  the  quality  of 
suburban  services.  For  example,  ridership  volume  has 
justified  electrification  of  most  of  the  rights-of-way 
serving  the  New  York  and  Philadelphia  areas.  Electri¬ 
fication  permits  the  use  of  self-propelled  multiple  unit 
(MU)  electric  trains,  which  possess  greater  acceleration 
capabilities  than  conventional  locomotive  powered 
trains.  In  service  requiring  frequent  stops,  MU  trains 
can  travel  at  higher  average  speeds. 

On-time  performance  for  suburban  service  in  the 
Northeast  Corridor  is  more  satisfactory  than  for  inter¬ 
city  service.  As  shown  in  Table  13,  between  May  and 
October  1974,  all  services  except  some  of  those  provided 
in  New  Jersey  met  their  schedules  more  than  80  percent 
of  the  time.  During  the  period  analyzed,  these  New  Jer¬ 
sey  services  were  adversely  affected  by  poor  track  condi¬ 
tions  which  are  being  remedied  through  an  improve¬ 
ment  program  of  the  New  Jersey  Department  of  Trans¬ 
portation.  # 


Equipment  quality  and  passenger  comfort  vary 
widely.  Table  14  summarizes  the  age  of  equipment  used 
in  suburban  service  in  the  Corridor  by  each  railroad. 
Equipment  ranges  from  new  to  6.5  yejii-s  of  age.  Many  of 
the  older  self-propelled  and  locomotive  hauled  cars  have 
outlived  their  usefulness  and  are  being  replaced  with 
new  equipment  purchased  under  the  sponsorship  of 
agencies  such  as  the  Southeastern  Pennsylvania  Trans¬ 
portation  Authority  (SEPTA),  New  Jersey  Depart¬ 
ment  of  Transportation  (NJ  DOT),  New  York’s 
Metroimlitan  Transportation  Authority  -  (MTA)  and 
the  Connecticut  Transportation  Authority  (CTA). 

Tablk  13. — Summary  of  on-time  performance  for  selected  Northeast 
Corridor  suburban  services 


Percent  on-tlme,  Msy-October  1974 


city/route 

May 

June 

July 

Au¬ 

gust 

Sep¬ 

tember 

Octo¬ 

ber 

BoBton,  PC _ 

95.8 

97.2 

95.8 

96.3 

96.3 

92.7 

New  York: 

PC — Harlem  Divisioii _ 

93.9 

92.8 

92.4 

98.8 

92.0 

91.8 

PC— Hudson  Division _ 

88.6 

84.8 

86.7 

84.4 

85.4 

88.9 

PC— New  Haven  Division.. 

88.8 

89.2 

88.8 

88.5 

91.1 

90.9 

PC— New  Jersey  Main  Line. 

88.7 

91.2 

91.9 

84.1 

84.7 

86.8 

PC-NYLB . 

72.9 

74.1 

61.8 

62.0 

68.1 

52.5 

CNJ-Main  Line . 

77.8 

77.6 

68.2 

70.0 

60.6 

54.9 

CNJ— Bayonne  Line _ 

79.6 

72.8 

74.0 

67.1 

70.5 

54.8 

CNJ-NYLB . 

54.5 

56.6 

48.8 

55.8 

58.5 

25.6 

Philadelphia: 

PC . 

91.6 

91.6 

91.9 

98.2 

91.9 

90.6 

RDG . 

94.0 

94.4 

93.9 

94.0 

94.0 

0) 

>  Not  available. 

Source;  Railroads’  suburban  operating  statistics  (December  1974). 


For  example,  in  Philadelphia  SEPTA  is  acquiring 
24  new  electric  cars,  in  New  York  MTA  and  CTA  have 
acquired  144  new  cars,  and  in  Northern  New  Jersey, 
NJ  DOT  has  acquired  70  cars  for  use  on  the  Erie- 
Lackawanna.  The  new’  equipment  offers  more  reliable 
heating  and  air  conditioning,  better  riding  qualities 
and  superior  sound  insulation. 

Outside  the  Corridor,  suburban  services  are  provided 
in  the  Pittsburgh,  Cleveland,  Detroit  and  Chicago 
areas.  Table  14  lists  the  number  of  cars  and  locomotives 
in  the  active  fleets  used  in  each  city,  along  with  the 
average  ages  where  available.  Service  in  all  four  cities 
is  provided  by  diesel-powered  trains,  except  for 
Illinois  Central  Gulf  and  Chicago  South  Shore  &  South 
Bend  services  in  the  Chicago  area  which  use  electric 
multiple  unit  cars.  Much  of  the  diesel-powered 
equipment  is  former  long  distance  equipment,  although 
an  attempt  has  been  made — most  notably  in  Chicago — 
to  replace  older  equipment  with  newer  bi-level  cars. 

Beginning  in  the  early  1950’s,  the  Burlington  North¬ 
ern  and  Chicago  &  Northwestern  began  to  replace  old 
suburban  coaches  with  bi-level  air  conditioned  cars  seat- 
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Tablk  14. — Type  and  age  of  equipment  used  in  suburban  service 


Electric  self-propelled 


City/railroad/owner 


Boston: 

BM/BM . 

PC/PC . 

New  York: 

PC/PC . 

PC/MTA . 

PC/CTA . 

PC/PAN  Y&NJ . 

PC/NJ . 

CNJ/NJ . 

LI/MTA..... . 

Sr/NYC . 

EL/EL . 

EL/NJ . . . 

Philadelphia: 

PC/PC . 

PC/City  of  Philadelphia . 

PC/8EPTA . 

RDO/RDO . 

RDO/PSIC . 

RDO/City  of  Philadelphia . 

RDO/8EPTA .  . 

PR8L/NJ . . 

Washington,  D.C.:  B&O/BAO _ 

Detroit: 

PC/PC . 

GTW/GTW . 

PittsbnrRh: 

BAO/BAO . 

PLE/PLE . 

Cleveland:  EL/EL _ 

Chicago: 

CNW/CNW . 

ICQ/ICC . 

BN/BN . 

CRIP/CRIP . 

MILW/MILW . 

NW/NW . 

PC/PC . 

C888B/C888B . 


*  Ranges  in  age  from  2  to  2S  yr. 

*  Ranges  in  age  from  12  to  65  yr. 

*  Average  age  12  yr. 

*  Average  age  3  yr— excludes  GMO  equipment. 

*  Average  age  1  year— major  rebuilding  program  in  1974. 


Diesel  self-propelled 

Number 

Percent  Percent  Percent 

of  units 

under  10-20  yr  20-|-yr 

10  yr 

84 

. 4 .  100 

7 

.  100 

16 

.  100 

Conventional  coaches 

Number 
of  units 

Percent 

under 

10  yr 

Percent 
10-20  yr 

Percent 

20+yr 

inp  150  plus  passeufjei's.  The  Chicajfo  &  Nortliwestern 
purchased  more  than  280  of  these  suburban  coaches  and, 
because  the  service  showed  a  small  profit,  the  railroad 
was  able  to  finance  these  purchases. 

Since  1970,  equipment  purchaser;  on  all  the  Chicajjo 
area  lines  jjenerally  have  been  made  with  UMTA 
^?rants.  The  railroads  provide  the  local  share  by  donat¬ 
ing  depreciated  equipment  to  a  Suburban  Transit  Dis¬ 
trict,  and  the  District  then  arranges  to  rehabilitate  the 
old  equipment. 

On-time  perfonnance  for  the  major  suburban  servicers 
outside  the  Corridor  is  somewhat  better  than  that  within 
the  Corridor.  Table  15  summarizes  on-time  performance 
of  railroads  carrying  85  percent  of  the  riders  in  the 
Chicago  area  for  May  through  October  1974.  The  on- 
time  performance  rate  for  most  of  these  railroads  was 
more  than  90  percent,  a  level  of  service  that  meets  the 
most  important  requirement  for  suburban  services. 


*  Average  age  33  yr. 

*  Average  age  13  yr — does  not  include  41  new  cara  delivered  in  late  1974. 
'  Average  age  34  yr. 

Source:  Owner  statisUcs. 


Table  15. — Summary  of  on-time  performance  for  selected  Chi¬ 
cago  suburban  services  ^ 

*  Percent 

Railroad :  on-time 

Penn  Central -  93.3 

Burlington  Northern _  91. 5 

Milwaukee  Road _  97.  4 

Illinois  Central  Gulf _  97. 6 

Chicago  &  Northwestern _  93.  0 

Rock  Island _  68. 0 

^Source:  Commuter  RaUroada  (Jan.  1975).  Data  covers  eltber  all  of 
1974,  or  sample  2-montb  periods.  In  case  of  duplicate  routes  for  one 
railroad,  data  represents  average  of  all  routes.  Rating  allows  for  a 
5-mlnute  schedule  deviation,  except  BN  wblcb  allows  but  3-minute  devia¬ 
tion  during  rush  hours,  MUwaukee  which  allows  3  minutes  at  all  times, 
and  C.  A  N.W.  with  a  minute  allowance. 

Identification  of  Corridors 

Section  206(a)  (7)  of  the  Act,  directs  the  Association 
to  include  in  the  Preliminary  System  Plan  “the  identi¬ 
fication  of  all  short-to-medium  distance  corridors  in 
densely  populated  areas  in  which  the  major  upgrading 
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of  rail  lines  for  high-speed  passenger  operation  would 
return  substantial  public  benefits.” 

Two  general  strategies  are  possible  for  the  develop¬ 
ment  of  rail  passenger  services.  Funds  can  be  con¬ 
cent  i-ated  in  a  small  number  of  corridors  so  that  major 
impi-ovements  can  be  made  in  speed,  thus  substantially 
improving  the  competitive  position  of  rail  service  with 
both  the  automobile  and  the  airplane.  This  strategy  is 
recommended  in  the  Amtrak  Five  Year  Plan  released 
in  August  1974.  The  i-easons  underlying  this  strategy* 
are  that  only  a  hmior  increase  in  speed,  such  as  planned 
for  the  Northeast  Corridor,  will  attract  passengers  from 
the  other  modes  and  that  the  only  fair  test  of  the  long 
term  potential  of  passenger  trains  would  be  through 
major  upgrading.  The  counter-argument  is  that  invest¬ 
ments  of  the  magnitude  required  for  very  high-speed, 
high-frequency  service  are  justified  at  this  time  only  in 
the  Northeast  Corridor,  which  is  unique  and  already  has 
a  heavy  proven  ridership  base.  Concentrating  major 
expenditures  on  a  limited  route  structure  where  the  re¬ 
sults  are  uncertain,  and  at  the  same  time  leaving  other 
equally  promising  routes  without  service  altogether, 
seems  in  USR  A’s  opinion  an  imprudent  policy. 

The  Association  recommends  the  second  approach.  It 
contemplates  a  broad-based  program  of  service  improve¬ 
ments  graduated  over  time  according  to  public  need,  as 
demonstrated  by  actual  ridership.  This  has  two  impor¬ 
tant  advantages.  Fiist,  it  offers  to  a  broad  cross-section 
of  tlie  public  an  opjwrtunity  to  demonstrate,  through 
actual  usage,  the  extent  to  which  passenger  service 
really  is  desired.  Second,  it  minimizes  the  risk  that  large 
sums  of  money  will  be  spent  on  services  for  which  de¬ 
mand  may  never  develop.  If  and  when  demand  becomes 
sufficient,  service  can  be  upgraded  as  appropriate.  If 
demand  does  not  materialize,  service  can  be  discontinued 
l)efore  a  major  loss  of  public  funds  ensues. 

Critics  of  this  strategy  argue  that  moderate  service 
improvements  might  not  l)e  sufficient  to  develop  the  full 
potential  usefulness  of  the  passenger  train.  T^SRA  has 
adopted  this  second  strategy,  nevertheless,  in  the  belief 
that  costly  public  commitments  for  high-speed  service 
cannot  lx*  justified  at  this  time.  There  are  too  many 
markets  which  have  either  no  service  or  unsatisfactory 
service  at  present.  It  would  i)e  lietter  public  policy  to 
supi)ort  development  of  a  basic  system  of  rail  services 
between  major  population  areas  so  that  expansion  can 
be  implemented  when  and  if  it  is  required. 

In  I'^^SRA's  opintnn,  j)roven  demand  both  prasent  and 
past  is  the  Ix'st  indicator  of  usefulness.  Provision  of 
service  where,  there  is  none  now  and  upgraded  service 
^yhel•e  some  presently  exists  will  provide  a  sufficient 
i)asis  for  implementation  of  a  logical  and  efficient  pas¬ 
senger  service  impi-ovcincnt  program. 

Appron/'h.  TTSRA’s  approach  to  identifying  potential 
corridors  was  first  to  survey  the  opinion  of  interested 


parties,  such  as  state  and  local  governments,  Amtrak,  the 
United  ■States  Department  of  Transportation  and  the 
National  Association  of  Railroad  Passengers,  foi*  their 
judgment  on  which  areas  had  potential  for  successful 
rail  passenger  service.  These  areas  were  matched  against 
the  criteria  used  by  the  ILS.  Department  of  Transpor¬ 
tation  in  developing  recommendations  for  the  original 
Amtrak  route  structure.  These  were : 

•  end  ix)int  cities  with  Standard  Metrojmlitan  Sta¬ 
tistical  Area  (SMSA)  population  of  one  million 
j>ersons  or  more, 

•  distance  of  800  miles  or  less  between  end. points, 

•  railroad  right-of-way  connecting  the  end  points 
which  could  presently  or  potentially  be  utilized  for 
passenger  trains  with  average  speeds  competitive 
with  those  of  highway  transportation. 

Through  this  process,  18  city  pairs  qualified  as  poten¬ 
tial  corridors. 

Each  potential  corridor  then  was  considered  for  two 
possible  levels  of  rail  passenger  service.  I^evel  I  corri¬ 
dors  were  defined  as  those  where  heavy  demand  for  rail 
passenger  service  ali-eady  exists  and  major  benefits  from 
service  improvement  could  be  expected.  Such  corridors 
would  receive  service  essentially  comparable  to  that  pro- 
ix)sed  for  the  Northeast  Corridor  in  the  report  of  the 
Secretary  of  Transjmrtation.  The  report  recommends 
80  m.p.h.  average  speeds  with  maximum  speeds  up  to 
150  m.p.h.  Included  are  departures  every  30  minutes 
during  heavily  traveled  times  of  day. 

Ijevel  II  corridors  were  defined  as  those  where  the 
demand  for  rail  passenger  service  is  less  and  where  sub¬ 
stantially  less  public  benefit  can  be  forecast.  Such  cor¬ 
ridors  would  qualify  for  developmental  service  designed 
to  measure  public  use.  It  is  recommended  that  this  serv¬ 
ice  utilize  either  new  rolling  stock  specifically  designed 
for  this  service,  or  existing  equipment  refurbished  and 
modernized  to  the  greatest  extent  practical.  Trains 
would  ojjerate  at  maximum  speeds  in  the  80  to  100 
m.p.h.  range,  primarily  over  rights-of-way  improved 
for  freight  service.  Implementation  of  new  or  improved 
l>assenger  service  would  dej^end  upon  the  existence  of 
this  improved  right-of-way,  and  therefore  corridors 
already  jmssessing  passenger  service  would  rex*.eive  im¬ 
provements  before  those  without  existing  service. 

Two  fact  ora  underlie  the  consideration  of  two  levels 
of  service  improvements  for  potential  corridors.  First, 
Amtrak’s  ex|)erience  has  demonstrated  that,  with 
proper  marketing,  people  will  ride  trains.  Intermediate 
level  impiovements  as  described  for  I^evel  II  corridors 
will  provide  u  useful  tool  for  analyzing  public  demand. 
Secondly,  previous  studies  have  indicated  that  capital 
expenses  associated  with  passenger  operations  at  speeds 
in  the  120  m.p.h.  range  are  two  to  four  times  greater 
than  for  speeds  in  the  80  m.p.h.  range  but  do  not  produce 


180 


9513 


coinparablc  increases  in  ridership.®  Thei'efore,  limiting 
siK*ed  iiu*reast‘s  on  these  routes  to  the  80  m.p.h.  range 
would  help  to  couserve  capital  while  still  offering  the 
public  substantially  improved  service. 

The  selection  of  individual  corridoi-s  for  various 
levels  of  service  improvement  utilized  a  combination  of 
statistical  data  and  intuitive  reasoning.  As  a  starting 
point,  a  methodology  developed  for  ITSRA  by  Har- 
bridge  House  was  used  to  estimate  the  relative  magni¬ 
tude  of  non-economic  public  benefits  to  be  derived  from 
passenger  service  improvements  in  several  of  the  poten¬ 
tial  corridors.  It  did  not  attempt  to  assess  the  value  of 
a  change  or  addition  in  service  in  an  absolute  stuise,  but 
the  value  of  one  service  expansion  in  relation  to  alterna¬ 
tives  or  in  relation  to  curient  service.  As  a  result,  it  pro¬ 
duced  relative  rankings  of  alternatives.  Projected  non¬ 
economic  benefits  weie  estimated  in  terms  of  the  relative 
effect  of  the  service  with  l  espect  to  congestion,  air  qual¬ 
ity  and  energy  consumption. 

There  were  two  basic  steps  in  estimating  the  non¬ 
economic  Ixmefits  of  passenger  service.  First,  present 
and  projected  l  idei-ship  in  terms  of  I’evenue  passenger 
miles  was  developed.  For  existing  services,  1974  Amtrak 
data  was  used.  F'or  services  already  planned  for  upgrad¬ 
ing  by  Amtrak,  ridei-ship  projections  prepared  by  Am¬ 
trak  wero  adoiked.^  For  propc)sed  new  routes,  1979  rid- 
ership  was  estimated,  using  a  mathematical  model 
designed  to  forecast  travel  demand  based  on  city  pair 
populations  and  the  distance  between  those  two  cities. 
The  model  was  calibrated  using  riderehip  over  existing 
routes. 

The  second  step  w’as  to  apply  pi’esent  or  projected 
ridership  figures  to  certain  factore  reflecting  the  impact 
of  rail,  air  and  highway  transportation  upon  air  quality, 
energy  consumption  and  congestion  to  produce  an  index 
of  social  benefit  of  each  category.  The  indices  produced 
by  this  analysis  were  used  to  rank  selected  existing  serv¬ 
ices  as  well  as  those  planned  and  proposed  for  upgrad¬ 
ing.  AUhough  these  indices  were  not  designed  to  be  use¬ 
ful  in  establishing  absolute  benefit  levels,  they  did 
provide  a  picture  of  the  relative  benefits  of  the  services. 

Table  16  lists  the  18  potential  intercity  passenger 
corridore  which  were  identified  for  the  study.  Many  of 
these  city  paiis  have  a  number  of  characteristics  in  com¬ 
mon.  Typically,  they  cover  an  area  25  to  50  miles  wide 
and  100  to  300  milas  long.  Population  density  is  often 
high  throughout  the  corridor,  congestion  in  the  trans¬ 
portation  system  is  an  important  concern  and  air  pollu¬ 
tion  is  iv.  serious  problem  in  many  of  these  areas.  In 
short,  these  areas  fit  the  geneml  description  of  places 
where  rail  service  might  nmke  an  important  contribu¬ 
tion  to  the  quality  of  life.  In  each  of  thest'  corridors  the 

*  United  Staten  Department  of  Transportation.  Survey  to  Determine 
the  Potential  /or  Improved  Kail  Advanced  Vehicle  Service,  July  1973. 

*  National  Railroad  Passenger  Corporation,  "Five  Year  Financial  Pro¬ 
gram,  Operations  &  Capital  Acquisitions,  Fiscal  Years  1975-1979.” 


end  point  cities  are  connected  by  one  or  more  rail  rights- 
of-way  w  hich  could  lx‘  used  to  provide  some  level  of  pas¬ 
senger  train  service. 

Table  17  summarizes,  for  the  corridois  studied,  the 
social  benefit  indices  developed  with  the  Harbridge 
Houst>  methodology.  The  indices  are  div'ided  between 
existing  high  speed  service,  that  which  is  planned  for 
upgrading  in  Amtrak’s  Five  Year  Plan  and  proposed 
new’  service.  The  index  totals  fall  into  two  groups:  that 


Tablk  16. — Potential  intercity  passenger  corridors 


1973  population  for  standard  metropol¬ 
itan  statistical  area  (SMSA)  (millions) 

Corridor 

Rail 

miles 

First 

SMSA 

End 

SMSA 

Inter¬ 

mediate 

SMSA’s 

Total 

SMSA 

popula¬ 

tion 

served 

Northeast  Corridor: 

(a)  New  York-Washington . 

225 

9.97 

Z91 

9.92 

22.80 

232 

9.97 

9.97 

Z90 

1.35 

Z54 

2.72 

15.41 

14.04 

New  York-Buflalo  (via  Albany)... 

■437 

Chicago-Detroit . 

2S4 

7.61 

4.43 

.81 

1Z85 

Cleveland-Cbicago . 

340 

2.06 

7.61 

1.04 

10.71 

Chicago-Cincinnati  (via  Indlanap- 
olis)_ . 

306 

7.61 

1.38 

1.11 

10.10 

Chlcago-St.  Louis  (via  Springfield). 

284 

7.61 

Z41 

.27 

10.05 

85 

7.61 

1.40 

9.01 

8.34 

Philadelphla-Pittsburgh . 

348 

4.82 

Z40 

1.12 

Detroit-Clnclnnatl . 

282 

4.43 

1.38 

1.61 

7.42 

Detroit-Buflalo . . . 

251 

4.43 

1.35 

5.78 

Pittsburgh-Indianapolis  (via  Co¬ 
lumbus) . 

371 

2.40 

1.11 

1.86 

5.37 

Washlnglon-Pittsburgh  (via  Cum¬ 
berland) . 

296 

2.91 

Z40 

5.31 

5.00 

Cleveland-Pittsburgh  (via  Youngs¬ 
town) . 

131 

2.06 

Z40 

.54 

Washington-Norfolk-Newport  News 
(via  Richmond).. . 

188 

2.91 

1.02 

.54 

4.47 

Cleveland-Cincinnati  (via  Colum¬ 
bus) . 

260 

2.06 

1.38 

1.01 

4.45 

Indianapolls-St.  Louis . 

240 

1.11 

Z41 

.18 

3.70 

Cleveland-Buffak) . 

184 

Z06 

1.35 

.26 

3.67 

Source:  Bureau  of  the  Census,  “Ranking  of  U.S.  Standard  Metropolitan  Statistical 
Areas,”  the  World  Almanac  and  Book  of  Facts:  1974,  Newspaper  Enterprise  As¬ 
sociation,  New  York  City  1973,  p.  156. 


Table  17. — Public  benefit  index  for  selected  service  improvements 
based  on  Harbridge  House  analysis 


Corridor 

Con¬ 

gestion 

Public  benefit 
index 

Total 

Energy 
con¬ 
sump¬ 
tion  1 

Air 

quality 

Existing  high-speed  service:  Northeast 

Corridor . 

1.00 

1.00 

1.00 

1.00 

Planned  for  Upgrading  by  Amtrak:  > 

Chicago  to  Milwaukee . 

.17 

.16 

.34 

.29 

New  York  to  Buffalo  (via  Albany) _ 

.16 

.60 

.09 

.14 

Chicago  to  St.  Louis . 

.17 

.28 

.07 

.11 

Chicago  to  Detroit . 

.17 

.26 

.07 

.11 

Proposed  services: 

Detroit  to  Cincinnati . 

.08 

.11 

.01 

.06 

Pittsburgh  to  Indianapolis . 

.07 

.06 

.06 

.05 

Chicago  to  Cincinnati . 

.06 

.03 

.01 

.02 

Cleveland  to  Pittsburgh . 

.02 

.02 

.02 

.02 

Cleveland  to  Cincinnati . 

.01 

.05 

.00 

.02 

Detroit  to  Buffalo . 

.03 

.02 

.00 

.01 

■  Indices  represent  total  benefits  from  existing  and  improved  services. 
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G  contains  recommended  rail  routings  for  these  serv¬ 
ices.  Coordinated  bus  service  should  be  considered  to 
establish  the  network  prior  to  completion  of  necessary 
track  upgrading  and  could  ultimately  serve  to  feed 
passengers  to  rail  routes.  Adjacent  corridors  would  be 
linked,  either  through  direct  or  convenient  connecting 
services,  to  provide  schedule  availability  between  major 
cities.  Downtown-to-downtown  transit  times  would  be 
competitive  with  auto  and,  in  some  cases,  airline  travel, 
and  the  service  would  be  directed  at  attracting  primarily 
nonbusiness  and,  to  a  lesser  extent,  business  travelers. 

To  minimize  oi^erating  and  capital  costs,  equipment 
assigned  to  Level  II  corridors  would  be  standardized  and 
schedules  tailored  to  obtain  maximum  ridership  and 
equipment  utilization.  In  this  manner,  it  is  estimated 
that  train  service  in  the  Region  can  be  increased  by 
almost  187  percent  while  additional  equipment  require¬ 
ments  will  increase  100  percent.  The  integrated  corridor 
concept  is  discussed  in  detail  in  Appendix  G. 

Resimnsibility  foi-  detailed  planning  and  implemen¬ 
tation  of  improved  services  will  lie  with  Amtrak.  The 
planning  and  marketing  studies  required  will  consume 
considerable  time,  and  even  if  })lanning  were  complete 
today  and  equipment  available,  the  present  deteriorated 
condition  of  track  in  the  corridors  would  preclude  the 
running  times  suggested.  I"])grading  of  all  corridors 
in  question  will  require  at  least  5  to  10  years.  It  is 
recommended  that,  due  to  the  lead  time  required  for 
implementation,  Amtrak  immediately  begin  planning 
service  for  the  identified  corridoi-s.  The  alternative  of 
waiting  for  a  crisis  similar  to  the  1973-74  energy  crush 
and  then  attempting  to  establish  quickly  a  patchwork 
of  uncoordinated  service  must  be  avoided  if  the  Region 
is  to  have  a  rational,  coordinated  passenger  service 
network. 

Amti-ak  may  also  Arish  to  consider  introducing  serv¬ 
ice  between  additional  cities  which  did  not  qualify  as 
corridors  according  to  ITSRA’s  selection  criteria.  For 
example,  some  non-qualifying  areas  suggested. in  the 
original  corridor  identification  process  include  Boston- 
Portland  and  New  York-Binghamton.  If  detailed 
marketing  studies  produce  evidence  of  sufficient  pas¬ 
senger  demand,  Amtrak  could  initiate  service  in  any  or 
all  of  these  areas.  If  demand  is  sufficient  only  for  state 
level  interest  in  initiating  service,  a  combination  of 
state  and  federal  funds  could  be  used  under  the  pro¬ 
visions  of  Section  403(b)  of  the  Rail  Passenger  Service 
Act  of  1970.  A  numl>er  of  cities  in  Illinois,  Michigan 
and  New  York  area  presently  receiving  service  under 
this  type  of  arrangement. 
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which  is  extremely  high,  i.e.,  New  York-Washington, 
and  those  which  are  moderately  high  or  so  low  as  to 
l)e  insignificant  by  comparison.  Clearly,  where  public 
l)enefits  most  heavily  justify  high  speed  corridor  serv¬ 
ice.  it  ali  eady  exists.  In  corridors  other  than  the  North¬ 
east  Corridor,  benefit  indices  are  so  minimal  by  com¬ 
parison  that  furthej-  analysis  would  be  needed  before 
implementation  of  high  si)eexl  service  is  undertaken. 

Recommendations  for  Corridor  Service 

The  following  recommendations  are  in  accord  with 
USRA’s  position  that  expenditures  of  the  magnitude 
required  for  high-speed  Northea.st  Corridor-type  serv¬ 
ice  he  made  only  where  clearly  justified  by  i^otential 
public  lienefits.  Amtrak  is  free  to  supplement,  reduce  or 
modify  the  concept  of  future  service  improvements  as 
its  studies  indicate  necessary,  but  it  is  urged  to  consider 
thoroughly  the  following  approach.  It  is  recommended 
that  high  s|)ecd  service  be  established  only  in  the  North¬ 
east  Coriidor.  All  other  corridors  classified  as  I.evel  II 
should  i-eceive  new  or  improved  service  as  outlined. 

The  pwposed  service  improvements  for  each  corridor 
are  shown  in  Table  18.  The  concept  underlying  these  iin- 
pmvements  calls  for  an  integrated  network  of  corridor 
services  which  will  provide  a  minimum  frequency  of 
two  trains  in  each  direction  in  each  corridor.  Appendix 


Table  is. — Sinuniarjf  o/  rcrnni mended  nerrire  improrementu 


Present  service  level 

Recommended 
service  level 

Corridor 

Tran¬ 

sit 

time ' 

Number 
of  daily 
round 
trips  * 

High¬ 
way 
travel 
times  * 

Tran¬ 

sit 

time 

Num¬ 
ber  of 
daily 
round 
trips 

Level  I : 

Northeast  Corridor; 

New  York  to  Washington... 

3'03" 

30 

6'15" 

2'30" 

(>) 

New  York  to  Boston . 

4 '30" 

11 

5'00" 

3'00" 

(») 

Level  11: 

Chicago  to  Milwaukee... . 

1'30" 

7 

2'15" 

1'15" 

10 

New  York  to  Buffalo . 

8'30" 

3 

ICOO" 

7'20" 

C) 

5'00" 

3 

6'30" 

4'30" 

4 

Chicago  to  Detroit . 

6'50" 

0 

6'00" 

5'00" 

4 

Detroit  to  Cincinnati . 

None 

0 

O'OO" 

5'30" 

2 

Pittsburgh  to  Indianapolis . 

8'30" 

*  1 

8'00" 

7'30" 

2 

Chicago  to  Cincinnati.. . 

9'00" 

*  1 

6'45" 

6' 15" 

3 

Cleveland  to  Pittsburgh . 

None 

0 

3'1.5" 

3'00" 

3 

Cleveland  to  CiiK-iimati . 

None 

0 

5'45" 

5'30" 

3 

Cleveland  to  Buffalo.  . 

None 

0 

4'15" 

3' 15" 

2 

Philadelphia  to  Pittsburgh . 

7'16" 

‘  2 

7' 1.5" 

7'00" 

2 

Washington  to  Httsburgh _ 

8'19" 

(“) 

O'OO" 

O'OO" 

2 

Wa.shington  to  Norfolk . 

0 

5'00" 

4'00" 

0 

Detroit  to  Buffalo. 

.5'<fe" 

7'45" 

5'00" 

1 

Cleveland  to  Chicago  . . 

None 

0 

8'00" 

5'45" 

3 

liidianaixilis  to  St.  Ixiuis  .  .. 

4'.56" 

5'00" 

4'00" 

2 

'  Basod  oil  cuiTi'iit  Amtrak  timetable. 

*  Modified  Hand  .MeXally  trip  times  which  n'flect  .55  mph  sjieod  limit. 

*  By  PKIO  freiiueucy  should  lx-  '4-hourly  New  York  to  Washington,  and  tij-hourly 
\ew  Vork  to  Boston;  by  U«S2  freiiuency  should  lie  H-hourly  New  York  to  Wash¬ 
ington,  and  hourly  New  York  to  Boston. 

*  3  round  trips  Buffalo  to  SjTacu.se;  4  round  trijis  Syracuse  to  Albany;  7  round  trips 
Albany  to  N*  w  Vork. 

*  Ixmg  distanc  tiairus  o|ierating  in  proposed  conidoi's. 

*  1  daily  round  tnp  plus  1  additional  round  trip  triweekly  via  Harrisburg.  Also  1 
daily  round  trip  Washington  to  Cumberland. 


Passenger  Policy  Considerations 

The  level  of  passenger  service,  both  intercity  and 
suburlian,  will  undoubtexlly  increase,  and  Congress  ex¬ 
pects  that  the  quality  of  service  will  lx*  improved.  To 
improve  passenger  service,  the  ICC  has  pioiAOsexl  stand- 
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AUTO-FERRY  SERVICE 


The  Association  also  recommends  that  Amtrak  in¬ 
vestigate  an  auto-ferry  service  similar  to  that  presently 
provided  by  Auto-Train.  The  overwhelming  demand 
for  Auto-Train  service  and  the  fact  that  Auto-Train 
stockholders  receive  a  significant  return  on  investment 
suggests  that  some  type  of  auto-ferry  service  operated 
by  Amtrak  may  prove  to  be  financially  rewarding.  Ad¬ 
mittedly,  the  Florida  route  is  a  lucrative  one  for  Auto- 
Train  service  because  of  the  magnitude  and  nature  of 
automobile  travel  between  these  two  markets.  Whether 
the  same  concepts  could  be  profitable  on  other  Amtrak 
routes  is  another  question,  and  the  answer  would  re¬ 
quire  detailed  marketing  and  operating  studies. 

One  area  in  which  the  auto- ferry  service  may  be  justi¬ 
fied  in  the  Region  is  between  Harrisburg,  Pa.  aqd  a 
location  in  the  Chicago  metropolitan  area  as  shown  in 
Figure  6.  A  schedule  between  these  two  points  similar 
to  the  current  Broadway  Limited  schedule  would  pro¬ 
vide  overnight  transportation  for  passengers  and  their 
automobiles  between  strategically  located  terminals. 
The  major  east  coa^  cities  of  Boston,  New  York,  Phila¬ 
delphia,  Baltimore  and  Washington  would  be  served 
through  a  relatively  short  drive  to  Harrisburg,  while 
the  Chicago  terminal  would  serve  not  only  that  city 
but  also  the  midwestem  cities  of  St.  Louis,  Milwaukee 
and  Minneapolis,  providing  a  gateway  to  the  western 
United  States. 

For  these  reasons,  USRA  recommends  that  Amtrak 
perform  detailed  marketing  and  operating  studies  to 
determine  the  feasibility  of  operating  an  auto-ferry 
between  these  two  points.  The  concept  of  carrying  auto¬ 


mobiles  and  their  passengers  on  the  same  train  offers 
travelers  an  opportunity  to  combine  the  flexibility  and 
convenience  of  the  automobile  with  the  comfort  and 
economics  of  the  train.  While  Amtrak’s  service  attempts 
to  divert  passengers  from  their  automobiles,  the  auto¬ 
ferry  concept  attracts  passen^rs  and  their  automobiles. 
The  technology  is  available  now,  and  it  would  utilize 
excess  rail  capacity. 

AUTO-FERRY  SERVICE 

FOR  TRANSPORTING  PASSENGERS  AND  AUTOMOBILES 
BETWEEN  THE  EAST  COAST  AND  MIDWEST 


If  such  a  service  does  prove  successful  in  attracting 
sufficient  ridership,  Amtrak  may  want  to  consider  pro¬ 
viding  a  second  service  between  Albany,  N.Y.  and  Chi¬ 
cago  in  order  to  attract  the  overflow  from  the  New  York 
and  New  England  area.  A  further  consideration,  if 
demand  warrants,  could  be  the  extension  of  auto-ferry 
service  from  Chicago  to  Denver,  thereby  providing  this 
unique  service  to  Western  cities. 


ards  for  service  quality  and  track  which  also  could  have 
a  significant  impact  on  ConRail.  For  these  reasons,  pol¬ 
icy  questions  of  facilities  control,  operations  control  and 
financing  must  be  considered  by  USRA  to  implement 
improved  passenger  services. 

Facilities  control. — Responsibility  for  facilities  in¬ 
volves  policymaking  authority  over  all  functions  per¬ 
taining  to  the  physical  condition  of  the  railroad.  This 
includes  proper  maintenance  of  track,  signals,  struc¬ 
tures  and  other  facilities.  In  addition,  policies  concern¬ 
ing  capital  improvements  such  as  grade  crossing  elimi¬ 
nation,  reduction  of  curvature  and  various  types  of 
track,  signal  and  structural  modifications  must  be  set 
according  to  the  service  to  be  provided.  WTien  facilities 
are  used  for  more  than  one  type  of  operation,  policies  on 
maintenance  and  capital  improvements  must  take  into 
account  the  often  conflicting  needs  of  each  user. 

For  example:  the  standards  of  track  geometry  and 
alignment  required  for  high  speed  passenger  train  oper¬ 
ation  vary  significantly  from  those  required  for  conven¬ 
tional  freight  and  passenger  trains.  Similarly,  the  wear 


caused  by  freight  trains  with  heavy  wheel  loadings  tends 
to  be  more  severe  than  that  caused  by  passenger  trains. 
Both  of  these  variations  will  dictate  different  levels  and 
types  of  maintenance  effort  which  must  be  reconciled  if 
the  two  services  are  operated  together.  A  more  clear-cut 
condition  exists  for  allocating  responsibilities  where  fa¬ 
cilities  required  for  one  type  of  service  could  be  elimi¬ 
nated  completely  if  the  service  were  not  provided.  Ob¬ 
vious  examples  are  classification  yards  for  freight  trains 
and  passenger  terminals  and  supjxut  yards  for  passen¬ 
ger  trains. 

It  is  USRA’s  recommendation,  therefore,  that  when 
the  facility  exists  for  the  exclusive  use  of  passenger 
services,  the  passenger  entity  involved  must  bear  the 
full  responsibility  for  facility  decisions.  If  more  than 
one  passenger  entity  is  involved,  obviously  arrangements 
for  dividing  these  responsibilities  must  be  worked  out 
by  the  parties  involved. 

Where  a  mix  of  passenger  and  freight  services  exist 
and  passenger  services  predominate,  the  passenger  serv¬ 
ice  entity  should  have  primary  responsibility  for  facil- 
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ity  decisions.  ConRail  should  be  responsible  for  any 
additional  facilities  required  for  its  operation,  such  as 
industrial  sidings,  as  well  as  an  appropriate  share  of  the 
cost  for  use  of  the  passenger  facilitj’.  This  is  similar  to 
an  arrangement  which  presently  exists  between  Penn 
Central  and  MET  A  in  Boston. 

Conversely,  where  freight  services  predominate,  Con- 
Rail  should  have  primary  responsibility  for  facility 
decisions.  Passenger  users  should  be  responsible  for 
additional  facilities  required  for  their  operation  plus  an 
appropriate  share  of  the  cost  for  use  of  the  facilities.  An 
example  of  this  type  of  arrangement  would  be  a  main 
line  rated  60  m.p.h.  for  freight  and  80  m.p.h.  for  pas¬ 
senger  service.  To  upgrade  this  facility  for  higher  pas¬ 
senger  train  speeds  would  be  the  responsibility  of  the 
passenger  user.  Similarly,  any  signalling  or  other  con¬ 
trol  system  required  to  upgrade  a  freight  secondary  line 
for  passenger  use  would  be  the  responsibility  of  the 
passenger  user. 

Operations  control. — Operations  control  responsi¬ 
bility  presents  similar  conflicts  whether  one  or  more 
service  is  provided.  The  greatest  potential  for  problems 
exists  where  traffic  volumes  approach  the  capacity  of  the 
fixed  plant.  In  such  cases,  interference  between  trains 
tends  to  cause  delays,  and  priorities  for  train  dispatch¬ 
ing  can  have  an  important  effect  upon  service  quality  as 
well  as  the  operating  expenses  of  individual  users.  Com- 
IK)unding  the  problem,  priorities  significantly  reduce 
capacity  of  the  system  as  compared  to  a  system  orga¬ 
nized  on  a  first-come,  first -served  basis. 

Where  intercity  passenger,  suburban  and  freight  op¬ 
erations  are  intermingled,  the  diverse  operating  char¬ 
acteristics  and  service  requirements  of  each  create  a 
complex  and  often  conflicting  traffic  mix.  Intercity  pas¬ 
senger  trains  are  generally  limited-stop,  high-speed  op¬ 
erations;  suburban  trains  have  mixed  characteristics 
ranging  from  high-s])eed,  limited  stops  to  frequent 
stops  with  moderate  overall  speed,  and  freight  trains 
are  moderate  to  slow-speed  operations  making  relativ’^ely 
few  stops.  Although  it  is  apparent  that  certain  rail  op¬ 
erations  are  l)ecoming  increasingly  time-limited,  when 
combined  on  the  same  right-of-way,  the  operation  of 
each  can  hinder  the  operation  of  the  others.  If  one  of 
the  users  holds  responsibility  for  operational  control, 
preferential  treatment  is  likely. 

One  potential  problem  with  ConRail  ownership  and 
control  is  that  there  is  a  general  public  belief  that  rail¬ 
roads  do  not  give  high  priority  to  the  movement  of  pas¬ 
senger  trains.  There  may  be  some  validity  to  this  public 
criticism,  as  often  railroads  do  not  maintain  definitive 
policies  enforced  down  to  the  line  supervisory  level. 
This  can  result  in  an  indifferent  attitude  toward  the 
movement  of  passenger  trains. 

It  is  also  I'^^SR  A’s  recommended  policy  that  passenger 
trains  be  allowed  to  operate  at  the  maximum  speed  con¬ 
sistent  with  track  conditions  and  should  be  given  prefer¬ 


ence  over  freight  operations.  While  operating  conflicts 
between  freight  and  passenger  service  exist,  ConRail 
should  identify  necessary  operational  and  facilities 
changes  to  reduce  or  eliminate  these  conflicts  and  see  to 
it  that  these  changes  are  executed  properly  at  the  operat¬ 
ing  level.  To  maximize  the  degree  of  cooperation  be¬ 
tween  the  two  entities,  it  is  recommended  that  ConRail 
and  Amtrak  agree  upon  a  financial  incentive  program 
which  will  reward  superior  performance  and  penalize 
inferior  operations. 

Financial  T^sponstbility. — ^With  the  creation  of 
Amtrak  and  the  various  commuter  authorities,  the  bank¬ 
rupts  have  been  relieved  of  a  significant  portion  of  their 
passenger  deficits.  Certain  substantial  costs  still,  how¬ 
ever,  are  incurred  by  the  freight  operator(s) ;  for  the 
most  part,  these  relate  to  fixed  plant  ownership  and 
maintenance  costs. 

The  USRA  recommends.  ConRail  freight  operations 
not  be  used  to  subsidize  passenger  service.  Therefore 
ConRail  should  not  continue  to  carry  the  cost  burden 
of  passenger  services  operated  over  ConRail  facilities  in 
any  form.  It  is  therefore  the  Association’s  recommenda¬ 
tion  that  all  costs  directly  attributable  to  passenger 
service  be  borne  by  the  responsible  passenger  entity, 
whether  Amtrak  or  the  commuter  authority. 

The  determination  of  this  cost  responsibility  is  often 
quite  difficult.  The  simplest  situations  to  resolve  are 
those  instances  where  the  asset  is  entirely  employed  for 
passenger  o|)erations,  e.g.,  cars,  track  used  exclusively 
for  passenger  operations,  shops  used  exclusively  for 
the  maintenance  of  passenger  service  equipment,  sta¬ 
tions  and  in  the  case  of  electrified  services  (where  there 
is  no  electrified  freight  service),  the  related  catenary 
and  power  subsystems. 

For  such  exclusive  use,  the  passenger  entity  should 
bear  the  full  cost  of  ownership  and  maintenance  of 
the  asset.  This  could  be  accomplished  through  various 
methods,  including  renegotiation  (to  an  extent  not  al¬ 
ready  contemplated)  of  present  contracts,  negotiation 
of  leases  which  reflect  this  cost,  or  a  direct  transfer  of 
the  asset  from  ConRail.  The  Final  System  Plan  will 
contain  standards  for  that  negotiation.  Where  there  is 
joint  use,  but  passenger  operations  dominate,  it  is  the 
policy  of  USRA  that  the  passenger  opei*ator(s)  be  re¬ 
sponsible  for  ownership  and  maintenance  costs  and  that 
ConRail  pay  all  costs  directly  attributable  to  freight 
service. 

On  those  facilities  where  ConRail  freight  operations 
will  represent  the  dominant  user,  ConRail  will  main¬ 
tain  responsibility  for  both  ownership  and  maintenance 
of  the  assets.  ConRail  should  negotiate  appropriate 
contractual  arrangements  with  the  passenger  entity  or 
passenger  operator  (s)  to  assure  that  the  costs  attrib¬ 
utable  to  the  passenger  service  are  borne  by  the 
operator  (s). 


184 


9517 


For  example,  where  a  line  is  required  for  freight 
service  that  will  i»ot  be  operated  at  speeds  above  30  to 
40  miles  an  hour,  the  passenger  entity  should  pay  the 
related  additional  costs  for  maintenance  of  track  sig¬ 
nalling,  structures,  etc.,  to  higher  standards. 

In  the  case  of  suburban  service,  many  commuter 
agencies  have  purchased  or  leased  all  or  a  significant 
portion  of  equipment  and  facilities  used,  relieving  Con- 
Rail  of  that  responsibility.  For  example,  MBTA  in 
Boston  has  an  operating  agreement  under  which  Penn 
Central  provides  stainless  steel  coaches  to  the  extent 
possible  for  a  specified  cost  per  coach  per  month.  In 
addition,  Penn  Central  agreed  to  sell  to  MBTA  certain 
segments  of  track,  retaining  an  easement  to  operate 
freight  and  Amtrak  service  over  as  much  of  the  sold 
property  as  is  needed.  MBTA  has  the  option  to  pur¬ 
chase  additional  segments  of  Penn  Central  track  in 
Massachusetts  and  Rhode  Island. 

In  Connecticut,  CTA  leases  from  Penn  Central  those 
sections  of  track  (plus  the  power  generation  and  dis¬ 
tribution  system)  over  which  suburban  service  to  New 
York  is  operated.  MTA  has  a  similar  agreement  with 
Penn  Central  in  New  York  to  lease  track  and  power 
and  has  purchased  a  segment  of  the  old  New  Haven  line 
from  Woodlawn,  N.Y.  to  the  Connecticut  state  line. 
Similar  agreements  exist  between  the  commuter  au¬ 
thorities  and  the  operating  railroad  for  purchase  or 
lease  options  for  track,  power  and  terminal  facilities. 

Finally,  consideration  must  be  given  to  those  passen¬ 
ger  services  presently  operated  by  bankrupt  carriers 
which  receive  no  support  from  area  authorities. 

Such  services  operated  on  rail  properties  designated 
by  the  Final  System  Plan  for  transfer  to  ConRail  may 
be  discontinued  provided  that  no  state,  local  or  regional 
transportation  authority  offers  to  purchase  or  subsidize 
them.  They  may  not  be  discontinued  if  precluded  by  the 
terms  of  leases  and  agreements  with  such  authorities 
under  which  financial  support  was  being  provided,  at 
the  time  of  the  Act’s  enactment,  for  the  continuance  of 
rail  passenger  service. 

The  amount  of  the  subsidy  to  be  offered  by  the  con¬ 
tracting  transportation  authority  should  cover  the 
difference  between  the  revenue  and  the  cost  of  providing 
the  service  plus  a  reasonable  return  on  the  value  of  the 
rail  properties  used.  An  offer  of  purchase  shall  be  ac¬ 
companied  by  an  offer  of  a  subsidy  which  shall  be  paid 
until  the  purchase  transaction  is  completed. 

If  no  entity  assumes  responsibility  for  these  services, 
then  ConRail  is  under  no  obligation  to  continue  them, 
and  the  trustees  of  the  bankrupts  need  only  comply  with 
the  notice  and  effective  date  provision  of  the  Act  in 
order  to  discontinue  services. 

Another  factor  to  be  considered  in  implementing  pas¬ 
senger  service  improvements  is  the  method  of  financing 
acquisition,  improvement  of  passenger  facilities  and 
exj)ense  of  operations.  The  Act  provides  for  several 


levels  of  funding  which  range  from  operating  subsidies 
to  outright  acquisition  of  property.  Section  211(a)  of 
the  Act  provides  for  USRA  loans  to  Amtrak  to  achieve 
the  goals  in  the  Final  System  Plan  relating  to  improve¬ 
ments  in  passenger  services,  and  Section  601(d)(1) 
specifically  refers  to  the  Northeast  Corridor,  stating 
that  these  loans  may  be  for  either  lease  or  purchase  by 
Amtrak  of  Corridor  property. 

While  the  purpose  of  Section  601(d)  (1)  is  to  insure 
that  necessary  passenger  services  are  not  lost  in  the 
course  of  creating  a  profitable  freight  system,  funds 
provided  by  Section  211(a)  must  be  used  for  other  pur¬ 
poses  as  well  and  the  use  of  these  funds  for  acquisition, 
modernization  and  improvement  of  passenger  facilities 
should  be  minimized.  It  is  USRA’s  policy  that  pas¬ 
senger  entities  should  make  their  own  arrangements 
for  financing  insofar  as  posable. 

Northeast  Corridor  Policy  Considerations 

Because  of  the  nature  of  rail  services  in  the  North¬ 
east  Corridor  and  the  special  emphasis  given  to  it  by 
Congress,  additional  specific  recommendations  must  be 
made  for  dealing  with  this  complex  area  in  terms  of 
operations,  ownership  and  managerial  control. 

Passenger  and  freight  traffic  coexists  satisfactorily 
from  a  capacity  standpoint  everywhere  in  the  Region 
except  in  the  Northeast  Corridor.  Congestion  is  sub¬ 
stantial  today  and  promises  to  get  much  worse  with 
the  expanded  development  of  truly  high  speed  services. 
Most  of  the  approximately  1,100  trains  operating  daily 
on  the  Penn  Central  main  line  between  Washington  and 
Boston  are  passenger  trains,  either  intercity  or  subur¬ 
ban.  The  heaviest  traffic  is  between  New  York  and  Wash¬ 
ington,  where  heavy  freight  traffic  competes  for  space 
on  a  limited  number  of  tracks  with  high  speed  Metro- 
liners,  conventional  intercity  passenger  service  and  fre¬ 
quent  suburban  operations.  Tracks  on  this  congested 
segment  will  be  increasingly  hard-pressed  to  meet  the 
needs  of  both  the  passenger  and  freight  systems.  Be¬ 
tween  New  York  and  Boston  the  problem  is  not  so  seri¬ 
ous  because  alternate  freight  routes  exist  in  that  area 
on  the  Penn  Central. 

In  the  past,  particularly  during  World  War  II,  the 
New  York-Washington  corridor  experienced  higher 
volumes  of  traffic  than  are  now  handled.  In  the  last 
three  decades,  institutional  and  operational  changes 
have  resulted  in  a  reduction  of  track  capacity.  First, 
and  most  important,  rail  freight  traffic  in  the  past  was 
not  subject  to  today’s  intensive  level  of  truck  competi¬ 
tion,  and  freight  trains  could  be  operated  on  slower, 
less  precise  schedules.  Under  present-day  conditions, 
shipper  demands  for  more  efficient  freight  service  have 
mandated  greater  reliability  and  higher  speeds.  Second, 
average  passenger  train  speeds  have  increased  with  the 
introduction  of  Metroliners.  Third,  commuter  services 
have  increased  significantly. 
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The  present  situation  seriously  impinges  on  freight 
oi)erations.  High-speed  Metroliiiers  are  operated  hourly 
in  both  directions  between  6  a.m.  and  8  p.m.,  inter- 
si)ersed  with  conventional  passenger  trains.  South  of 
Wilmington,  Del.,  where  the  route  is  largely  double- 
tracked.  this  pattern  of  passenger  service  restricts 
freight  movements  even  without  adding  the  factor  of 
suburban  trains.  Should  the  high-speed  service  be  in¬ 
creased  to  half-hourly  and  quarter-hourly  frequency,  as 
now  projected,  for  1982  and  1990  respectively,  it  will  be 
difficult  to  operate  reliable  through  freight  train  serv¬ 
ices  during  passenger  service  hours. 

Through  freight  train  services  would  deteriorate 
significantly  if  operations  were  limited  to  off-peak  pas¬ 
senger  periods  between  10  p.m.  and  6  a.m.  Yard  conges¬ 
tion  would  become  acute,  and  a  substantial  percentage 
of  traffic  would  be  delayed.  The  quality  of  freight 
service  today  is  impaired  to  some  degree  by  restricting 
some  through  freight  trains  to  late  night  and  early 
morning  hours.  During  September  1974,  through 
scheduled  freight  trains  between  New  York  and  Wash¬ 
ington  averaged  a  3.2  hour  delay  per  trip. 

Table  19  shows  the  growth  that  both  passenger  and 
freight  services  are  expected  to  realize  in  the  next  15 
years.  Passenger  ridership  is  expected  to  grow  between 
159  percent  and  282  percent;  freight  traffic  could  in¬ 
crease  between  35  percent  and  100  percent. 


Table  19. — Northeast  Corridor,  traffic  grovoth  projections 
A.  PASSENGER  TRAFFIC— SELECTED  SEGMENTS 
(Passenger  voltunes  expressed  in  thousands] 


Market  segment 

1973 

volume 

1 

Low 

potential 

1990pro}ec1 

Percent 

growth 

«d  volume 

High 

potential 

Percent 

growth 

New  York-Boston . 

1,087 

5,400 

420 

9,400 

803 

New  York-Washington . 

6,671 

17,000 

1S9 

25,100 

282 

Through  New  York . 

'  272 

1,300 

356 

2,300 

736 

Total  corridor . 

7,880 

28,700 

200 

86,800 

867 

B.  FREIGHT  VOLUME  PROJECTIONS 


Commodity  group 

Percent  grov 

High 

potential 

rth  (1973-90) 

Low 

potential 

Bulk . : . 

80 

25 

250 

100 

130 

40 

Composite . 

100 

35 

Non:  Another  study  of  traffic  growth  performed  by  Temple,  Barker  and  SkMuie 
for  USRA  projects  a  30  percent  increase  in  general  tonnage  for  the  Region  as  a  whole 
between  1971  and  1965.  This  would  appear  to  support  Bechtel’s  low  potential  esti¬ 
mate  for  growth  through  1990. 

Sonroe;  Bechtel,  Inc.  Report  to  Federal  Railroad  Administration  Sept.  19, 1974. 

If  train  speeds  and  frequencies  desired  by  Congress 
are  to  be  approadied  in  the  Northeast  Corridor,  at  least 


two  tracks  will  have  to  be  devoted  exclusively  to  inter¬ 
city  passenger  services.  Although  two  or  more  tracks 
have  been  upgraded  for  a  speed  of  110  ni.p.h.  for  most 
of  the  distance  between  New  York  and  Washington,  at 
jireseiit  all  trackage  is  used  by  the  various  services  on  a 
more-or-less  random  basis  as  traffic  demands. 

Consideration  has  been  given  to  upgrading  North¬ 
east  Corridor  facilities  for  continued  joint  freight  and 
passenger  operations,  but  this  approach  has  some  major 
disadvantages.  First,  constant  freight  use  of  tracks  over 
which  high-speed  passenger  trains  are  operated  would 
require  either  exorbitant  maintenance  costs  or  force  a 
reduction  in  average  passenger  sjieeds  lower  than  de¬ 
sired  for  the  Northeast  Corridor.  To  operate  at  high 
speeds  with  satisfactory  passenger  comfort,  passenger 
trains  must  utilize  roadbeds  which  meet  strict  stand¬ 
ards  of  gauge  and  alignment.  Passenger  trains,  which 
have  relatively  light  weights  on  each  wheel,  cause  less 
pounding  on  track  than  freight  trains  with  heavy  wheel 
loadings.  Therefore,  as  freight  train  use  increases,  the 
track  structure  tends  to  deteriorate  more  rapidly,  and 
either  the  riding  quality  becomes  less  satisfactory  or 
more  money  must  be  expended  for  maintenance. 

A  second  problem  is  that,  given  the  present  state  of 
the  art,  it  is  doubtful  that  freight  operations  could  be 
conducted  with  the  necessary  degree  of  precision  to 
prevent  substantial  delays  of  many  high-speed  pas¬ 
senger  trains.  As  more  trains  are  operated,  the  prob¬ 
ability  of_  delay  would  automatically  increase.  In  addi¬ 
tion,  freight  trains  are  inherently  more  prone  to  delay 
than  passenger  trains.  They  tend  to  be  longer  and 
heavier,  placing  substantially  more  stress  upon  mechan¬ 
ical  components  and  making  failure  more  likely.  When 
a  failure  does  occur,  correction  of  the  problem  is  corre¬ 
spondingly  more  difficult  and  time-consuming. 

More  important,  however,  than  the  problems  created 
by  mixed  freight  and  passenger  operations  is  the  con¬ 
sideration  that  this  plan  would  not  solve  the  problem, 
only  postpone  it.  If  traffic  grows  as  expected,  new  in¬ 
vestment  in  fixed  plant  will  be  necessary  since  a  more 
extensive  program  for  the  separation  of  passenger  and 
freight  traffic  ultimately  will  be  required.  The  fixed 
plant  investment  which  will  have  been  made  for  im¬ 
proved  freight  yards  and  connections  under  this  alter¬ 
native  will  become  obsolete. 

Working  in  concert  with  DOT  and  various  consult¬ 
ants,  USRA  staff  has  studied  the  Northeast  Corridor 
problem  at  length  to  determine  the  best  method  of 
providing  separate  rail  facilities  for  both  types  .of 
traffic.  There  are  two  basic  alternatives  for  solving  the 
congestion  problems  of  the  New  York- Washington  seg¬ 
ment.  One  of  the  alternatives  would  utilize  the  same 
Penn  Central  right-of-way  for  passenger  and  freight 
operatimis,  on  separate  tracks.  The  second  alternative 
would  introduce  a  parallel  route  for  the  separation  of 
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passenger  and  freight  traffic.  This  parallel  route  would 
be  composed  of  segments  of  the  B&O,  Reading,  Central 
of  New  Jersey  and  Lehigh  Valley  lines.  The  two  alter¬ 
natives  are  as  follows: 

1.  Install  additional  trackage  on  the  PC  right-of-way 
as  necessary  to  permit  separate  passenger  and  freight 
train  operations.  Continuation  of  both  passenger  and 
freight  service  on  the  Penn  Central  right-of-way  offers 
a  number  of  advantages :  freight  service  would  remain 
on  the  Penn  Central  with  its  elex;trification  and  superior 
right-of-way  and  w’ith  proximity  of  industries  and 
yards  to  trunk  freight  routes;  separation  of  passenger 
and  freight  tracks  would  also  avoid  congestion  and  re¬ 
duce  the  need  for  tight  scheduling,  high  horsepovrer 
to  weight  ratios  on  freight  trains  and  a  rough  ride  for 
passenger  trains  ojierating  on  tracks  used  by  freight. 

But  the  concept  is  also  accompanied  by  major  dis¬ 
advantages.  Foremost  is  the  high  expenditure  for  fixed 
plant  required  to  implement  the  project.  Widening  the 
right-of-way  would  be  required,  which  presents  for¬ 
midable  problems  between  Wilmington,  Del.  and  New¬ 
ark,  N.J.  There  would  also  be  a  negative  environmen¬ 
tal  impact  for  the  required  widening  through  large 
urban  areas  such  as  Philadelphia.  Even  if  the  environ¬ 
mental  objections  could  be  overcome,  the  cost  of  fixed- 


plant  improvements  for  the  entire  New  York-Washing- 
ton  segment  is  estimated  at  $1.2  billion.® 

Concern  has  been  expressed  over  passenger  safety 
if  high-speed  passenger  and  freight  operations  are  con¬ 
ducted  on  the  same  right-of-way.  It  has  been  recom¬ 
mended  that  high-speed  passenger  and  freight  trains 
be  separated  to  avoid  the  possibility  of  sideswiping  ac¬ 
cidents  caused  by  shifting  loads,  protruding  doors,  etc., 
as  well  as  to  eliminate  the  possible  risk  from  freight 
derailments.  That  there  is  a  certain  risk  is  not  denied, 
and  the  imtential  damage  from  an  accident  could  be 
more  extensive  as  speeds  are  increased.  There  is,  how¬ 
ever,  no  precise  evidence  available  to  quantify  the  risk 
factor  in  a  meaningful  way.  Through  passenger  and 
freight  services  always  have  shared  the  same  trackage, 
to  separate  the  services  on  different  rights-of-way  would 
remove  whatever  element  of  risk  docs  exist. 

2.  Remove  most  of  the  freight  traffic  from  the  PC 
right-of-way  hy  upgrading  parallel  routes  and  provid¬ 
ing  ci'oss  connections  to  industrial  and  yarddocations. 
This  solution,  shown  in  Figure  7,  would  utilize  the 
B&O-RDG-LV  route  as  the  main  line  for  freight  move¬ 
ment  between  Washington  and  Newark,  N.J.  and  the 
RDG-LV  route  (through  Allentown,  Penn^lvania) 

■Preliminary  estimates  furnished  by  Bechtel,  Inc.,  for  the  Federal 
Railroad  Administration. 


FIGURE  7 

ALTERNATE  ROUTING  FOR  NORTHEAST  CORRIDOR 
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for  the  movement  of  freight  between  Harrisburg  and 
Newark.  This  would  free  the  Penn  Central  main  line 
for  almost  exclusive  use  by  Amtrak  and  suburban  opera¬ 
tions.  The  principal  exceptions  would  be  local  switching 
of  freight  cars  to  and  from  industries  located  on  the  cor¬ 
ridor  which  would  continue  as  at  present.  The  physically 
separated  lines  also  provide  emergency  detour  possibili¬ 
ties  in  the  event  one  line  is  blocked  by  a  serious  derail¬ 
ment.  The  physical  separation  of  trackage  provides 
easier  access  for  track  and  roadway  maintenance  which 
is  of  considerable  importance  where  rail  lines  are  oper¬ 
ating  at  or  near  capacity.  Pispatching  and  line  super¬ 
vision  functions  for  freight  and  passenger  can  be  read¬ 
ily  segregated  when  the  lines  are  physically  separated, 
resulting  in  fewer  conflicts  between  two  essentially  dis¬ 
parate  enterprises. 

The  disadvantages  of  this  alternative  are  that  imple¬ 
mentation  would  require  the  restoration  of  double  track 
on  the  Baltimore  &  Ohio  Rail  rod  between  Baltimore 
and  Philadelphia,  and  a  number  of  connections  at  inter¬ 
mediate  points  would  have  to  be  constructed  to  provide 
access  to  existing  Penn  Central  yards  and  industries. 
The  fixed-plant  improvements  required  to  achieve  the 
basic  objectives  of  this  plan  are  estimated  to  cost  $800 
million.* 

USRA  believes  this  alternative  offers  the  most  rea¬ 
sonable  solution  for  improved  passenger  and  freight 
operations.  It  alone  can  be  accomplished  with  a  reason¬ 
able  fixed-plant  investment,  and  yet  it  avoids  spending 
large  sums  to  upgrade  an  existing  facility  only  to  have 
it  outlive  its  economic  usefulness  in  a  few  years,  as  is 
the  case  with  alternative  1.  The  existing  Penn  Central 
route  can  be  released  and  upgraded  for  high-speed  pas¬ 
senger  service,  and  the  parallel  route  can  be  upgraded 
specifically  for  efficient  freight  operation  thereby  accom¬ 
plishing  the  maximum  practical  separation  of  freight 
and  passenger  traffic. 

USRA  strongly  recommends  this  operating  alter¬ 
native  and  to  this  end  has  enteied  into  discussions  with 
the  Chessie  System  to  determine  the  best  institutional 
and  operating  structure  for  use  of  the  B&O  line  between 
Washington  and  Philadelphia. 

Northeast  Corridor  Management  and  Financing 

A  number  of  options  for  ownership  and  management 
of  Northeast  Corridor  facilities  have  been  studied.  Some 
will  not  fulfill  the  purpose  of  providing  improved  pas¬ 
senger  service  while  allocating  full  responsibility  for 
freight  and  passenger  costs  to  the  appropriate  entities. 
For  example,  private  sector  ownership  was  rejected 
liecause  of  the  magnitude  of  investments  required,  the 
financial  uncertainties,  and  the  desirability  of  pursuing 
service  objectives  rather  than  profit.  The  history  of  the 
Act  suggests  a  legislative  intciest  in  Amtrak  ownership 

'Preliminary  estimates  furnisbed  by  Bechtel,  Inc.,  for  the  Federal 
Railroad  Administration. 


or  control  through  lease,  or  otherwise,  of  Corridor 
properties. 

Should  ConRail  retain  Corridor  properties  acquired 
under  the  Final  System  Plan,  Amtrak  and  the  various 
commuter  service  authorities  would  pay  ConRail  on 
a  lease  or  user-charge  basis.  Because  the  property  in¬ 
volved  would  saddle  ConRail’s  capital  structure  with 
an  unnecessary  burden  (as  the  Corridor  will  not  be  used 
as  a  through  freight  route)  this  option  was  rejected. 
Furthermore  passenger  service  costs  might  be  hidden 
in  the  corridor  freight  operation  to  the  ultimate  detri¬ 
ment  of  ConRail’s  function.  This  left  three  major  op¬ 
tions  for  ownership  and  management  of  passenger  serv¬ 
ice  in  the  Corridor:  a  federal  corporation /regional  au¬ 
thority,  Amtrak,  and  a  fixed  plant  entity. 

Federal  Corporation/ Regional  Authority.  This  op¬ 
tion  would  place  the  ownership,  management,  and 
operation  of  the  Northeast  Corridor  under  a  new  fed¬ 
eral  corporation  acting  as  a  regional  authority  with 
state  participation.  This  arrangement  would  be  con¬ 
sistent  with  Section  206(c)(1)(D)  of  the  Act,  which 
states  that  the  Final  System  Plan  shall  designate  which 
rail  properties  may  be  purchased  or  leased  from  Con¬ 
Rail  by  a  state,  local  or  regional  transportation  author¬ 
ity  to  meet  the  needs  of  commuter  and  intercity  rail 
passenger  service. 

Under  this  option  the  authority  would  acquire  control 
of  the  Northeast  Corridor  through  purchase  or  lease 
from  ConRail  and  would  assume  responsibility  for  train 
operations,  control  functions  now  performed  by  Penn 
Central,  management  of  needed  construction  and  for 
maintenance  of  way  programs.  Acquisition  and  mainte- 
ance  of  passenger  rolling  stock  would  fall  to  the  organi¬ 
zation  responsible  for  providing  the  service.  After  a 
period  of  federal  control  and  supervision  of  the  au¬ 
thority’s  activities,  individual  Corridor  states  could 
gradually  assume  an  owning  and  controlling  role.  Ulti¬ 
mately,  a  Board  of  Directors  composed  of  representa¬ 
tives  of  the  U.S.  Treasury,  the  U.S.  Department  of 
Transportation,  Amtrak  and  the  Corridor  states  would 
oversee  the  authority. 

Corridor  states’  incentives  to  join  the  authority  would 
include  control  of  the  Corridor  and  influence  over  the 
timing  and  extent  of  improvements,  improved  connec¬ 
tivity  and  coordination  with  other  public  transportation 
services,  and  participation  in  long  range  management  of 
the  Northeast  Corridor. 

Penn  Central  properties  which  are  primarily  com¬ 
muter  related  could  be  included  with  intercity  proper¬ 
ties.  The  inclusion  offers  the  advantage  of  establishing  a 
single  entity  responsible  for  all  Northeast  Corridor 
functions,  with  passenger  service  as  its  primary  objec¬ 
tive.  However,  each  state  would  continue  to  collect  rev¬ 
enues  and  subsidize  its  own  commuter  services  and  would 
l)e  billed  by  the  authority  for  actual  costs  incurred. 
Amtrak  and  ConRail  would  contract  with  the  authority 
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for  intercity  passenger  and  local  freight  services  and/or 
operating  rights  with  charges  based  on  an  allocation  of 
costs. 

Amtrak.  The  Northeast  Corridor  is  a  major  Amtrak 
revenue  source  at  present.  Amtrak  ownership  would 
provide  the  most  direct  channel  to  upgrading  the  Cor¬ 
ridor  because  Amtrak  is  an  existing  organization  and 
has  a  source  of  federal  funds. 

Amtrak  acquisition  of  the  Northeast  Corridor  is  pro¬ 
vided  for  as  an  alternative  under  Section  601(d)  of  the 
Regional  Rail  Reorganization  Act.  This  option  provides 
for  Amtrak  to  own  the  right-of-way,  (except  the  por¬ 
tions  owned  by  MTA/CTA/MBTA  and  similar  local  or 
regional  organizations).  Amtrak  would  assume  respon¬ 
sibility  for  control  functions  and  provision  of  train  serv¬ 
ices  but  could,  if  desired,  contract  with  ConRail  for  this 
work.  A  separate  Northeast  Corridor  Division  might  be 
established  within  Amtrak  to  maintain  right-of-way 
and  Amtrak  rolling  stock  and  manage  needed  construc¬ 
tion.  Commuter  requirements  could  be  contracted  with 
either  Amtrak  or  ConRail.  An  independent  review  board 
might  be  established  to  resolve  operational  disputes,  pro¬ 
vide  a  forum  for  local  participation,  and  to  arbitrate 
changes  in  agreements. 

Amtrak  would  acquire  the  Northeast  Corridor  from 
ConRail  concurrent  with  conveyance  to  ConRail  of  the 
Corridor.  The  transportation  and  maintenance  of  way 
functions  could  be  assumed  by  ConRail'at  conveyance 
to  ease  the  integration  of  activities  between  the  Corridor 
and  the  rest  of  the  Region.  This  also  would  provide 
flexibility  in  assigning  ConRail  personnel  and  is  con¬ 
sistent  with  the  relationship  on  the  rest  of  the  Amtrak 
routes. 

Fixed  plant  entity.  This  proposal  envisions  a  facilities 


corporation  or  a  separate  fixed  plant  entity  which  would 
purchase  the  Northeast  Corridor  properties  from  Con¬ 
Rail.  Such  a  proposal  would  separate  ownership  and 
associated  capital  burdens  from  the  operating  function. 

The  entity  could  be  passive  or  active.  In  neither  case 
would  it  assume  responsibility  for  train  operations,  or 
maintenance  of  equipment.  As  a  passive  owner,  it  would 
lease  the  properties  to  Amtrak  or  another  operating 
organization. 

If  it  were  to  assume  this  role  Amtrak  or  another 
operating  organization  would  be  responsible  for  mainte¬ 
nance  and  dispatch  control.  As  described  below,  how¬ 
ever,  the  fixed  plant  entity  assumes  an  active  role.  It 
would  lease  operating  rights  to  Amtrak,  ConRail  and 
the  commuter  agencies  but  would  retain  responsibility 
for  control  functions,  maintenance  of  way  and  neces¬ 
sary  construction. 

The  lease  agreement  between  the  users  and  the  entity 
would  be  similar  to  the  existing  agreements  between 
Penn  Central,  Amtrak  and  the  commuter  agencies.  This 
alternative  is  similar  to  the  Federal  Corporation/Re- 
gional  Authority  option  except  that  the  fixed  plant  en¬ 
tity  performs  no  on-board  transportation  functions.  Be¬ 
cause  the  entity  would  not  operate  any  trains  and  would 
have  no  special  interests  to  protect ;  it  would  be  neutral 
and  capable  of  reconciling  conflicting  operating 
interests. 

The  Department  of  Transportation  is  preparing  a  de¬ 
tailed  plan  for  specific  improvements  to  the  Northeast 
Corridor  and  these  improvements  are  intended  to  pro¬ 
vide  the  improved  rail  passenger  service  required  by  the 
Act.  Specific  engineering  requirements  and  cost  analy¬ 
ses  will  be  available  at  the  time  of  the  Final  System 
Plan. 
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Financial  Analysis  of  the 
Preliminary  System  Plan 

The  creation  in  the  Region  of  a  financially  self-sustaining  system 
operated  by  a  private  corporation  (ConRail)  is  mandated  by  the  Regional 
Rail  Reorganization  Act  of  1973.  The  Act  also  contemplates  that  creditors 
of  the  bankrupt  estates  will  be  compensated  for  the  properties  conveyed  to 
ConRail  through  stock  and  other  securities  in  the  new  corporation. 
ConRaiVs  projected  and  actual  performance  will  determine  the  ultimate 
value  of  these  securities. 

The  central  concern  in  Congressional  hearings,  the  courts  and  pro¬ 
ceedings  before  the  Interstate  Commerce  Commission  has  been  the  ability 
of  ConRail  to  create  a  fair  value  for  the  securities  issued  to  the  creditors 
of  the  bankrupts  in  exchange  for  the  assets  acquired. 

This  chapter  presents  the  Association^ s  financial  projections  {or  pro 
formas)  for  ConRail  from  1976  to  1985  on  an  accounting  basis  consistent 
with  other  railroads  {except  for  track  rehabilitation,  which  has  been 

capitalized  and  not  depreciated). 

\ 

In  preparing  the  pro  formas,  the  Association  used  sound  historical 
.  and  empirical  data  to  project  a  reliable  estimate  of  ConRaiVs  revenues 
and  expenses.  A  myriad  of  complex  assumptions  were  consider^  in 
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detail,  including  aUemative  sources  of  federal  and  non-federal  financing, 
traffic  growth  potential,  the  impact  of  inflation,  management  capabilities, 
accounting  policies  and  the  relationship  between  rehabilitation  and 
operating  performance. 

Although  the  projections  call  for  ConRail  to  achieve  sizeable  opera¬ 
tional  economies,  experience  positive  market  growth  and  thus  attain 
profit  margins  equivalent  to  industry  averages,  the  cost  of  carrying  debt 
incurred  in  upgrading  the  facilities  reduces  these  gains,  and  the  uncertain 
future  of  the  economy  demands  caution  in  reviewing  the  precise  accuracy 
of  the  estimates. 


The  question  of  whether  a  financially  self-sustaining 
system  can  be  achieved  is  central  to  every  decision  made 
by  the  Association, ^  the  Interstate  Commerce  Commis¬ 
sion,  Congress  and  the  courts.  Consequently,  the  dev^- 
opment  of  the  pro  forma  projections  received  the  As¬ 
sociation’s  careful  attention,  with  much  eflfort  given  to 
designing  the  best  approach  to  the  preparation  of  the 
pro  forma  financial  projections. 

The  first  section  of  this  chapter  presents  the  results 
of  the  pro  forma  projections  and  compares  projected  re¬ 
sults  of  ConRail  with  expense  ratios  of  other  railroads. 
The  second  section  describes  the  methodology  used  to 
derive  the  projections.  As  explained  in  earlier  chapters, 
the  pro  forma  statements  included  in  this  Preliminary  • 
System  Plan  should  be  viewed  as  tentative  and  subject 
to  revision  for  the  Final  System  Plan. 

FINANCIAL  PROJECTIONS 

Using  the  methods  described  in  the  second  half  of 
this  chapter,  income  statements,  balance  sheets  and 
statements  of  required  financing  were  prepared  for 
ConRail  both  on  an  uninflated  and  inflated  basis.  With 
the  economy  in  its  present  state  of  flux,  however,  the 
Association  is  studying  the  manner  in  which  the  pro¬ 
jections  should  be  adjusted  for  inflation.  So  that  the 
potential  effect  that  inflation  might  have  on  ConRail’s 
funding  requirements  can  be  appreciated,  an  inflated 
balance  sheet  is  presented  with  the  set  of  uninflated 
pro  forma  statements  (Tables  8-11) . 

The  Association  projects  that  ConRail’s  earnings  in 
1973  dollars  will  improve  from  a  net  loss  of  $91.4  mil- 
lion  in  1976  to  a  net  profit  of  $381.7  million  by  1985. 
It  is  expected  that  ConRail  will  break  even  and  begin 
earning  a  positive  net  income  by  the  third  year  (1978). 

Such  an  improvement  in  net  income  represents  a  dra¬ 
matic  tum-around  in  view  of  recent  trends  in  the  North¬ 
east’s  railroads,  and  the  present  state  of  the  U.S.  econ¬ 
omy  compounds  the  uncertainties  of  the  future  and 
sug^ts  some  caution  in  reviewing  the  precise  accuracy 


of  the  forecasts.  Yet,  the  improvement  should  be  pos¬ 
sible  because  ConRail  is  not  intended  to  be  a  composite 
of  the  bankrupt  carriers  but  a  revitalized,  restructured 
railroad  serving  the  same  territory  now  served  by  the 
bankrupt  carriers.  The  opportunity  to  repair  and  reha¬ 
bilitate  track  and  facilities,  acquire  new  equipment,' im¬ 
plement  modern  technical  developments  and  consolidate 
the  operating  organizations,  yards  and  facilities  of  six 
railroads  is  unique  in  the  railroad  industry. 

All  of  the  financial  information  and  projections  con¬ 
tained  in  this  chapter  reflect  the  industry  structure  re¬ 
ferred  to  as  ConRail  I,  which  is  discussed  in  Chapter  3. 
This  railroad  configuration  does  not  contain  the  Erie 
Lackawamia,  which  requested  to  be  included  in  USRA’sv 
planning  process  in  mid-January,  1975.  Because  of  the 
late  timing  of  this  request,  detailed  operating  expenses, 
revenues  and  related  financial  projections  could  not  be 
developed  for  a  system  that  includes  the  Erie  Lacka¬ 
wanna  within  the  time  allowed  for  the  Preliminary 
System  Plan.  The  examination  made  to  date  of  such  a 
ConRail  system  indicates  that  only  a  modest  difference 
in  net  income  relative  to  the  ConRail  I  alternative 
should  result.  The  financial  projections  contained  here¬ 
in  can  therefore  be  viewed  as  representative  of  the  rail 
system  structure  identified  as  the  preferred  structure  in 
Chapter  3. 

Cause  of  Change  Analysis 

The  1973  consolidated  loss  of  the  bankrupt  carriers 
was  $221  million.  The  difference  between  this  loss  and 
the  Association’s  projections  of  ConRail’s  net  income 
on  an  uninflated  basis  represents  the  annual  projected 
improvement  in  net  income.  To  evaluate  the  reasonable¬ 
ness  of  ConRail’s  improved  earnings,  the  Association 
prepared  a  “Cause  of  Change  Analysis”  to  reconcile 
projected  income  with  historical  income  (Tables  1  and 
2).  The  variety  of  factors  responsible  for  the  favorable 
change  can  be  traced  by  reviewing  the  individual  cap- 
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Table  1. — CovRail,  Cause  of  change  analysis,  derivation  of  increase  in  revenues,  due  to  changes  in  volume/mix  and  other  factors 


IMinions  of  dollars,  1978  base] 


1976 

1977 

1978 

1979 

1980 

1981 

1982 

1963 

1964 

1965 

Total  gain  In  operating  revenues  (to  Table  2) . 

-  $46.7 

$229.1 

$185.8 

$224.0 

$257.8 

$290.0 

$818.6 

$357.9 

$39&2 

$440.5 

Gains  not  related  to  volume:  ^ 

Selective  rate  increases _ 

6l7 

63.5 

63.5 

63.7 

64.4 

64.4 

64.4 

64.4 

64.4 

64.4 

Light  line  subsidy  . . . . . . . 

27.  T 

27.7 

0 

0 

0 

0 

0 

0 

0 

0 

Passenger  deficit  recovery _ 

51.9 

48.9 

45.8 

44.8 

41.5 

31.8 

81.8 

31.8 

31.8 

other  operating  revenue _ _ _ 

11.8 

(U.6) 

(14.9) 

(16.4) 

(17.6) 

(19.0) 

(20.2) 

(2a  2) 

(20.2) 

(20.2) 

Total . 

101.2 

128.5 

97.5 

93.1 

91.6 

86.9 

76.0 

7a  0 

76.0 

76.0 

Revenue  increase  due  to  volume/mix _ _ _ _ _ 

(54.6) 

100.6 

88.3 

130.9 

166.2 

242.6 

281.9 

322.2 

364.5 

Total  gain  in  operating  revenues. . 

$46.7 

$229.1 

$185.8 

$224.0 

$257.8 

$290.0 

$318.6 

$357.9 

$39a2 

$440.5 

Note.— All  amounts  show  Increase  or  (decrease). 


Table  2. — ConRail,  Cause  of  change  analysis,  reconciliation  of  ConRail  income  statement  with  bankrupt  carriers  (1973  dollars) 


[Millions  of  dollars,  1973  base] 


. 

1976 

1977 

1978 

1979 

1980 

1981 

1962 

1963 

1984 

1985 

Comparison  pf  net  income: 

1976-85  period  (as  projected  for  ConRail) . 

$(91.4) 

$(27.4) 

$31.8 

$135.2 

$160.8 

$2iai 

$253.0 

$2819 

$3417 

$381.7 

1973— as  experienced  by  bankrupt  carriers.. . . . 

(221.0) 

(221.0) 

(221. 0) 

(221.0) 

(221.0) 

(221.0) 

(221.0) 

(221.0) 

(221.0) 

(221.0) 

Difference . . . . . . 

$129.6 

$193.6 

$252.8 

$356.2 

$381.8 

1439.1 

$474.0 

$509.9 

$569.7 

$602.7 

Cause  of  change: 

Total  operating  revenue  increase  (from  Table  1) . . 

4a7 

229.1 

185.8 

224.0 

290.0 

3ia6 

357.9 

3912 

440.5 

Operating  expenses: 

Total  maintenance  of  way _ _ _ 

22.8 

(22.5) 

2a4 

lao 

lao 

16.8 

15.9 

10.3 

6.7 

5.5 

Maintenance  of  equipment _ _ _ 

(7.5) 

(18.4) 

(7.5) 

(21.7) 

(22.3) 

(2a  9) 

(32.6) 

(35.1) 

(319) 

Transportation . . . . . . . . . 

(5.9) 

(44.8) 

(19.6) 

(6.1) 

13.8 

22.2 

25,7 

27.8 

27.3 

General,  administrative  and  other . . . 

(22.2) 

(20.1) 

(17.9) 

(lao) 

(14.5) 

(12.9) 

(110) 

(12.7) 

(12.8) 

(18.0) 

Total  operating  expenses . . . . . 

(12.8) 

(100.8) 

(24.6) 

(ia2) 

(11.7) 

pm 

■ 

(9.3) 

(114) 

(17.1) 

Net  car  hire  paid _ _ _ _ 

2S.5 

13.7 

4ao 

114.3 

101.9 

■m 

919 

103.4 

79.8 

Payroll  taxes . . . 

(4.8) 

(ao) 

0.8 

2.5 

2.5 

ao 

7.7 

7.7 

Property  taxes. . ...i _ _ _ 

3.6 

3.5 

3.5 

8.5 

3.5 

3.5 

3.5 

15 

15 

Income  tax  credit ' . . 

a  6) 

a  6) 

(7.6) 

(7.6) 

(7.6) 

(7.6) 

(7.6) 

(7.6) 

(7.6) 

(7.6) 

Other  rents,  interest  and  miscellaneous  income  and  expenses  > _ 

(34.8) 

(32.8) 

(30.9) 

(30.8) 

(23.8) 

(18) 

14 

211 

Interest  expense: 

Defaulted  interest  ‘ _ _ _ 

84.5 

84.5 

84.5 

84.5 

84.5 

84.5 

84.5 

84.5 

84.5 

84.5 

Federal  notes _ 

(19.4) 

(3a  2) 

(54.4) 

(63.4) 

(67.0) 

(6a  5) 

(61.5) 

(59.0) 

(56.5) 

Equipment  and  miscellaneous  interest . 

14.4 

17.3 

ia5 

ia2 

17.7 

ia9 

ia3 

15.4 

111 

10.9 

Leased  line  payments  > _ _ _ 

30.9 

30.9 

30.9 

30.9 

30.9 

30.9 

30.9 

30.9 

30.9 

30.9 

Total  other _ 

95.7 

91.6 

150.4 

135.7 

158.7 

154.2 

161.3 

184.9 

179.3 

Total  difference _ _ _ 

$129.6 

$193.6 

$252.8 

$35a2 

$381.8 

$439.1 

$474.0 

$509.9 

$569.7 

$602.7 

‘  Changes  primarily  due  to  reorganisation  and  restructuring  of  bankrupt  roads.  Note.— All  amounts  show  increase  or  (decrease)  net  income,  i.e.,  positive  values 

increase  net  income  and  negative  values  (  )  decrease  income. 


tions  in  the  “Cause  of  Change  Analysis.”  A  discussion 
of  the  more  significant  factors  follows. 

Revenues 

By  1985,  total  operating  revenues  are  anticipated  to 
increase  some  $440  million  over  the  consolidated  1973 
level  of  the  bankrupt  carriers.  The  majority  of  the  gain 
from  1976  is  due  to  increased  freight  revenues,  approxi¬ 
mating  $364  million  in  1985.  The  gain  includes  $50  mil¬ 
lion  by  1985  as  a  result  of  diversion.  These  diversions 


result  from  ConRail’s  ability  to  pick  up  direct  routings 
from  originations  now  interchanged  with  other  rail¬ 
roads. 

Other  sources  of  revenue  gains  are  not  related  to 
vol  lime  growth.  These  sources  are : 

Selective  rate  increases  amount  to  nearly  $65  million 
by  15)85.  Both  freight  rate  increases  and  switching  serv¬ 
ice  charges  are  included.  Freight  rates  increase  $56  mil¬ 
lion  and  switching  $9  million.  The  freight  rates  in- 
creast's  leflect  the  results  of  a  program  to  selectively  in¬ 
crease  tariflf  rates  on  non-comi>ensatory  movements. 
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Light  density  line  iuhsidy  to  ConRail  is  estimated  at 
$28.  million  *  in  ’  1976  and  1977.  This  amount  assumes 
that  ConRail  will  receive  subsidies  on  a  fully  allocated 
cost  basis  for  operating  lines  otherwise  scheduled  to  be 
abandoned.  A  fair  return  on  investment  was  not  incor¬ 
porated  into  the  calculation  as  the  Association  does’ not 
anticipate  that  ConRail  will  assume  ownership  of  these 
light  density  lines.  To  reflect  the  abandonment  after 
1977  of  these  lines  unable  to  cover  their  costs  of  opera¬ 
tions,  operating  expenses  were  reduced  by  $106  million 
and  revenues  by  $78  million  from  1978  through  1985,  in 
the  pro  formas. 

Passenger  defcit  recovery  represents  the  amount  of 
direct  subsidy  required  of  Amtrak  and  the  regional 
commuter  authorities  to  more  fully  compensate  Con¬ 
Rail  for  operating  these  passenger  services.  A  fair  re¬ 
turn  on  investment  was  not  incorporated  into  the  deficit 
as  the  Association  did  not  find  it  possible  at  the  time 
of  this  writing  to  determine  the  underlying  value  of  the 
subject  passenger  assets,  or  to  set  its  final  strategy  re¬ 
garding  conveyance  of  passenger  properties. 

Each  regional  passenger  contract  was  analyzed  sepa¬ 
rately.  and  the  results  were  then  aggregated  to  ascertain 
the  total  amount  of  subsidy  ConRail  should  receive  for 
passenger  service  at  1973  operating  levels.  Costs  were 
developed  on  a  long-term,  fully-allocated  cost  basis  sim¬ 
ilar  to  the  recently  negotiated,  but  not  implemented, 
Amtrak  contract  with  the  Penn  Central. 

Revenues  were  based  on  the  amount  of  conductor  and 
agent  receipts  and  subsidy  payments  actually  received 
by  the  carriers  in  1973.  The  total  annual  costs  and  rev¬ 
enues  were  then  adjusted  to  reflect  the  gradual  declining 
usage  and  reimbursement  for  maintenance  expenses  of 
the  Northeast  Corridor  by  ConRail  as  indicated  by  the 
deficit  repayment  decline  to  $32  million  by  1985.  To 
implement  the  assumption  of  full  cost  reimbursement, 
ConRail  will  have  to  negotiate  a  revision  to  most  of  the 
existing  contracts  with  the  passenger  authorities. 

Other  operating  revenue  includes  mail,  joint  facility, 
switching  and  demurrage  revenues  and  passenger  sub¬ 
sidy  reimbursements  projected  on  a  declining  basis  con¬ 
sistent  with  the  gradual  removal  of  ConRail’s  operations 
from  the  Northeast  Corridor. 

Expenses 

M aintenance-of-way  expenses  reflect  the  outlay  re¬ 
quired  to  maintain  ConRail’s  road  and  structure  facili¬ 
ties  at  a  level  consistent  with  design  specifications. 
Initially,  the  amount  of  maintenance-of-way  expenses 
is  less  than  that  incurred  by  the  bankrupts  due  to  the 
rationalization  of  the  system  size  and  the  adoption  of 

'  The  subsidy  required  to  operate  these  lines  on  a  long-term  basis 
would  naturally  be  greater.  The  $28  million  subsidy  In  the  pro  formas 
does  not  include  a  rate  of  return  factor,  a  rehabilitation  program  nor 
a  higher  level  of  normal  maintenance.  In  calculating  the  amount  of 
subsidy  needed  to  operate  these  lines  over  a  long  period,  such  costs 
would  have  to  be  Included. 


modified  betterment  accounting  which  capitalizes  the 
substantial  ex|)enditun*s  for  inaintenance-of-way  reha¬ 
bilitation  instead  of  expensing  them.  On  a  road  mile 
basis,  however,  ConRail  will  incur  maintenance-of-way 
expenses  some  60  percent  greater  over  the  10-year  period 
than  the  bankrupt  railroads  realized  in  1973. 

Maintenance  of  Equipment  expenses  are  slightly 
greater  in  1976  and  approximately  9  percent  greater  by 
1985  than  the  consolidated  level  reported  by  the  bank- 
nipt  carriers  in  1973.  The  increa.sed  costs  result  from  the 
extensive  repair  program  developed  for  ConRail  to 
reduce  the  high  bad-order  ratio  of  the  bankrupt  car¬ 
riers.  The  bad-order  ratio  is  10.7  percent  currently; 
proper  fleet  maintenance  should  produce  a  ratio  of  ap¬ 
proximately  5  percent. 

Transportation  expenses  are  a[)proximately  equal  in 
1973  and  1976.  By  1985,  they  are  projected  to  show  a 
2Vf;  percent  improvement  over  1973.  Since  ConRail’s 
largest  operating  expense  category  is  the  Transporta¬ 
tion  Account,  however,  this  improvement  represents 
savings  of  $27.3  million  over  the  1973  level  despite  an 
increase  in  traffic  handled.  The  gradual  decrease  in 
transportation  expenses  occurs  from  the  implementation 
of  improved  car  handling  procedures  and  systems, 
merger  effects  and  the  impact  of  rehabilitation  of 
facilities. 

Net  car  hire  paid  is  composed  of  net  per  diem  and 
mileage  payments  and  car  leases.  Over  the  planning 
period,  this  account  is  anticipated  to  decrease  $28.5 
million  in  1976  and  $80  million  by  1985  relative  to  the 
level  of  the  consolidated  banlmipt  carriers  in  1973.  The 
favorable  change  principally  results  from  use  of  an 
improved  car  distribution  management  system,  the  im¬ 
pact  of  rehabilitation  on  transit  speeds  and  the  assump¬ 
tion  that  ConRail  will  acquire  cars  through  purchase 
rather  than  lease,  reducing  the  amount  of  lease  pay¬ 
ments  over  time. 

Other  rents^  interest  and  miscellaneous  income  and 
expenses  are  initially  projected  to  be  higher  than  they 
were  in  1973  because  ConRail  will  not  have  the 
opportunity  to  offset  the  expenses  with  income  from 
nonoperating  real  estate  properties.  This  initial  loss  of 
miscellaneous  income  is  diminished  in  later  years  as 
income  is  generated  from  ConRail’s  short-term  invest¬ 
ments.  The  build-up  of  short-term  investments  is  not 
significant,  however,  when  inflation  is  taken  into 
account. 

Defaulted  interest  is  $84.5  million  less  than  was  in¬ 
curred  by  the  bankrupts  since  ConRail  will  not  be  as¬ 
suming  the  bankrupt  carriei’s’  outstanding  debt  cur¬ 
rently  in  default. 

Interest  expense  for  federal  notes  is  naturally  higher 
than  in  1973  since  the  bankrupt  carriers  had  no  such 
debt.  Its  level  is  dependent  upon  the  annual  amount  of 
debt  ConRail  needs  to  cover  the  shortfall  between  inter¬ 
nally  generated  funds  and  total  financing  requirements. 
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Equipment  interest. — The  initial  decline  in  equip¬ 
ment  interest  over  1973  reflects  the  assiuned  inability  of 
ConRail  to  acquire  new  equipment  by  traditional  fi¬ 
nancing.  As  ConRail  acquires  new  equipment  from  the 
private  markets,  this  difference  gradually  declines. 

Leased  line  payments  are  $30.9  million  less  than  was 
incurred  by  the  bankrupts  in  1973  since  it  was  assumed 
that  the  underlying  assets,  rather  than  the  leases  them¬ 
selves,  would  be  conveyed  to.ConRail.  This  assumption 
was  made  for  the  purposes  of  preparing  the  pro  forma 
projections.  It  may  be  more  appropriate  for  ConRail  to 
affirm  the  existing  leases  and/or  acquire  stock  owner¬ 
ship  of  the  leased  lines.  The  choice  among  these  alter¬ 
native  acquisition  methods  will  be  made  on  a  lease-by¬ 
lease  basis  prior  to  completion  of  the  Final  System 
Plan. 

Ratio  Analysis 

Having  traced  the  sources  of  improvement,  ratio 
analyses  were  prepared,  comparing  key  operating  and 
financial  ratios  to  other  railroads  to  test  whether  the 
results  of  these  improvements  were  reasonable. 

Examination  of  specific  ratios  of  expense  to  revenue 
indicates  that  a  continuing  favorable  trend  in  overall 
operating  results  is  forecast.  Following  the  initial  2 
years  of  ConRail’s  corporate  life,  during  which  large 
non-recurring  “start-up”  expenses  will  accrue,  the  op¬ 
erating  ratios  (total  railway  operating  expenses  divided 
by  total  railway  operating  revenues)  should  descend  be¬ 
low  those  of  Penn  Central  and  the  bankrupt  carriers 
combined,  in  1973. 

Likewise,  each  of  the  major  expense  categories,  viz., 
Maintenance-of-Way  and  Structures,  Maintenance  of 
Equipment,  Transportation,  and  Greneral  Administra¬ 
tive  and  Other,  indicates  a  definitive  downward  trend 
resulting,  of  course,  in  an  increasingly  larger  net  in¬ 
come  available  for  taxes,  rents  and  fixed  charges. 

Although  ConRail  will  be  undeniably  unique  in  terms 
of  size  of  plant,  complexity  of  traffic  patterns,  and 
source  of  financing,  the  interconnective  nature  of  all 
railroads  operating  within  the  economic  environment 
of  the  northeastern  quadrant  of  the  Nation  mandates 
that  it  must  adapt  itself  to  the  competitive  climate  into 
which  it  will  emerge.  To  the  extent  that  ConRail  par¬ 
ticipates  in  the  provision  of  transportation  services  in 
its  geographical  territory,  both  its  revenues  and  ex¬ 
penses  must  bear  reasonable  relationships  to  those  of 
the  solvent  carriers  in  the  same  Region  and  to  other 
carriers  in  the  industry. 

Tables  3  and  4  show  selected  operating  ratios  for  Con¬ 
Rail’s  first  ten  yeare  and  for  selected  Class  I  railroads 
operating  in  all  sections  of  the  Nation  in  1973.  While 
ConRail’s  operating  ratio  in  its  initial  year  is  higher 
than  that  for  any  of  the  other  railroads  shown,  by  the 
close  of  the  decade  it  is  lower  than  the  1973  ratio  for 
'all  the  other  railroads  with  the  exception  of  the  South¬ 


ern  Railway  System.  Even  though  the  comparable  ac¬ 
counting  procedures  were  used  in  deriving  these  statis¬ 
tics,  the  comparison  is  not  completely  valid  since  Con¬ 
Rail’s  Maintenance-of-W’^ay  expense  accounting  varies 
somewhat  from  those  of  other  roads. 

As  a  new  railroad,  ConRail’s  Maintenance-of-Way  ex¬ 
penses  will  contain  depreciation  on  only  10  years  of 
depreciable  property  additions  by  1985,  whereas  the 
ongoing  carriers’  accounts  would  generally  contain  de¬ 
preciation  on  approximately  35  years  of  accumulated 
depreciable  property  additions.  An  adjustment  for  this 
“bias”  would  move  ConRail’s  Maintenance-of-Way  ratio 
relative  to  that  of  the  Southern  Railway  System  by  2 
percentage  points  thereby  raising  ConRail’s  operating 
ratio  to  73.7  percent. 

In  the  category  of  transportation  expenses,  which  in¬ 
clude  the  operation  of  road  trains,  yards  and  stations, 
ConRail  is  initially  compared  unfavorably  with  the 
other  railroads,  but  by  the  end  of  the  planning  period 
surpasses  some  of  the  Class  I  railroads  and  is  closing 
the  gap  with  respect  to  the  others.  Achievement  of  this 
improvement  is  not  unrealistic  given  the  productivity 
gains  expected  to  arise  from  the  sizable  rehabilitation 
program  and  the  innovative  operating  and  marketing 
policies  expected  to  be  implemented  by  ConRail  man¬ 
agement. 

Effect  of  Inflation 

The  uninflated  financial  statements  are  expressed  in 
constant  1973  dollars  to  dramatize  the  cost  and  benefits 
associated  with  the  rehabilitation,  consolidation  and  re¬ 
structuring  of  the  bankrupt  carriers  and  to  more  effec¬ 
tively  evaluate  the  planning  decisions  made,  excluding 
the  effect  of  inflation.  With  the  country’s  economy  ex¬ 
periencing  double  digit  inflation,  however,  it  would  be 
naive  to  ignore  the  effects  inflation  may  have  on  the  pro 
forma  projections.  The  prices  of  fuel,  rail,  cross  ties, 
wages  and  other  railroad  expenses  have  risen  rapidly 
over  the  last  few  years. 

To  demonstrate  the  severity  and  magnitude  of  the 
impact  inflation  could  have  on  ConRail’s  future  per¬ 
formance,  the  Association  prepared  an  inflation  version 
of  ConRail’s  projections.  Estimates  of  the  annual  in¬ 
flationary  increases  in  equipment  and  specific  ordinary 
operating  expenses  were  made  by  Chase  Econometric 
Associates  and  incorporated  into  the  analysis.  The  as¬ 
sumptions  entitled  Economic  Outlook,  appear  in  the 
box. 

Railroad  industry  absorption  of  these  increases  with¬ 
out  passing  them  on  to  shippers  in  the  form  of  higher 
rates  would  be  unrealistic.  It  was  assumed,  therefore, 
that  freight  rate  increases  sufficient  to  offset  inflationary 
increases  in  o|)erating  expenses  would  be  granted,  and 
there  would  l)e  no  loss  of  volume  due  to  the  higher  rates. 
Rate  relief  was  calculated  without  the  effects  of  a  regu¬ 
latory  time  lag,  even  though  the  carriers  often  experi¬ 
enced  such  lags  in  the  past. 
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Table  3. — Operating  ratiaand  components  •  for  Con  Rail 


ConRall  I  (4)— 1073  dollars 

mx  bank- 
rupts 
1973 

PCTC 

1973 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

Operating  expenses/railway  operating  revenues . 

asss 

9.837 

0.896 

a  851 

a82S 

a807 

0.798 

a773 

0.754 

0.742 

a727 

‘a717 

Maintenance  of  way/railway  operating  revenues . 

.131 

.130 

.164 

.158 

.142 

.140 

.138 

.132 

.125 

.120 

1. 15 

*.114 

Maintenance  of  equipment/railway  operating  revenues.. 

.169 

.167 

.175 

.164 

.163 

.163 

.163 

.161 

.160 

.160 

.159 

.157 

Transportation  expense/railway  operating  revenues . 

General,  administrative  and  other  expense/railway  oper- 

.470 

.470 

.481 

.460 

.451 

.438 

.427 

.418 

.408 

.400 

.393 

.387 

ating  revenue. . 

.063 

i 

.060 

.076 

.069 

a  067 

.066 

.065 

.068 

.061 

.062 

'^.080 

.059 

*  Revenues  and  expenses  for  ConRall  and  otber  railroads  were  com¬ 
puted  using  accounting  rules  comparable  to  those  being  used  by  Indus¬ 
try  In  1973.  In  addition  to  adjustments  made  to  transform  ConRall 
from  a  modlfled  betterment  to  an  ICC  betterment  accounting  method, 
other  adjustments  were  made  to  reflect  revenues  and  expenses  on  a  basis 
comparable  with  other  railroads  with  respect  to  light  line  subsidies. 


Amtrak  remuneration,  and  recoveries  of  passenger  deflclts  not  cur¬ 
rently  being  reimbursed. 

*See  text  on  page  10  for  discussion  of  the  comparability  of  these 
numbers. 

Source  :  Railroads'  Annual  Reports  to  the  ICC. 


Table  4. — Operating  ratio  and  components  *  for  Class  I  railroads,  1973 


Selected  Class  I  railroads— 1973  dollars 

AT8F 

Chessie* 

BN 

MILW 

ICG 

N&W 

PCTC 

SOU* 

8P* 

8CL 

UP* 

Operating  expense/railway  operating  revenues _ 

0.791 

a  748 

a826 

a803 

a  752 

a725 

a827 

a  714 

ttTTO 

0.768 

a  741 

Bfaintenanee  of  way/railway  operating  revenues. . 

.156 

.120 

.163 

.166 

.138 

.117 

.180 

.162 

.122 

.142 

.180 

Maintenance  of  equipment/railway  operating  revenues. 

.186 

.159 

.167 

.140 

.155 

.179 

.167 

.176 

.186 

.188 

.179 

Transportation  expense/railway  operating  revenues _ 

General,  administrative,  and  other  expense/railway 

.381 

.382 

.415 

.415 

.381 

.359 

.470 

.310 

.892 

.884 

.353 

operating  revenue _ 

.068 

.085 

.081 

.083 

.078 

.070 

.060 

.066 

.071 

.059 

.079 

^  Revenues  and  expenses  tor  ConRall  and  other  railroads  were  com¬ 
puted  using  accounting  rules  comparable  to  those  being  used  by  indus¬ 
try  In  1973.  In  addition  to  adjustments  made  to  transform  ConRall 
from  a  modlfled  betterment  to  ah  ICC  betterment  accounting  method, 
other  adjustments  were  made  to  reflect  revenues  and  expenses  on  a  basis 


comparable  with  other  railroads  with  respect  to  light  line  subsidies, 
Amtrak  remuneration,  and  recoveries  of  passenger  defldts  not  cur¬ 
rently  being  reimbursed. 

2  Consolidated  companies. 

Source :  Railroads’  Annual  Reports  to  the  ICC. 


The  amount  of  rate  relief  forecast  for  ConRail  under 
these  assumptions  was  still  insufficient  to  shield  Con- 
Rail’s  net  income  from  the  impact  of  inflation.  By  1985, 
ConRail’s  net  income  under  the  inflation  projection  is 
$166.8  million  lower  than  its  net  income  under  the  con¬ 
stant  dollar  projection. 

The  reason  is  that  the  ICC’s  rate  policies  have  not 
allowed  full  recoupment  of  investment  costs.  Conse¬ 
quently,  as  the  cost  of  capital  expenditures  rises  due  to 
inflation,  ConRail  must  borrow  more  money  to  cover  the 
increase.  This  borrowing  need  naturally  increases  the 
amount  of  interest  expense  deducted  from  net  operating 
income,  hence  the  difference  between  the  uninflated  and 
inflated  income  statements.  The  annual  effects  of  infla¬ 
tion  on  ConRail’s  income  statement  are  shown  in 
Table  5. 


The  effect  of  inflation  on  ConRail’s  balance  sheet  is 
even  more  pronounced.  The  inflationary  increases  in 
capital  expenditures  for  both  road  and  equipment,  sig¬ 
nificantly  raise  ConRail’s  funding  requirements.  The 
total  amount  of  external  financing  outstanding  by  1985 
is  $3.5  billion,  a  net  increase  of  $2.4  billion  over  the  un¬ 
inflated  projections.  The  $2.4  billion  is  net  of  the  $.3 
billion  of  additional  debt  incurred  to  meet  the  higher 
principal  payments  which  fall  due  under  the  inflation 
scenario  than  which  fall  due  under  the  constant-dollar 
scenario. 

The  annual  effect  inflation  would  have  on  ConRail’s 
Balance  Sheet  is  depicted  in  Table  6.  The  most  notice¬ 
able  cumulative  changes  due  to  inflation  are  that 
net  property  additions  increase  $2.6  billion,  interest  and 


Table  5. —  The  effects  of  inflation  on  ConRail  net  income,  1976-86  {years  ended  Dec.  SI) 


[Dollar  amounts  in  thonsands] 


1976 

1977 

1 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

Net  Income  (kias)  uninflated  (1973 

3(91, 425) 

(979,270) 

979,270 

(2,591) 

1(27,408) 

(1,821, 183) 
1,321,133 

(10,099) 

$31,780 

(1,575,434) 

1,575,434 

(21,864) 

$135, 224 

$160, 787 

$218,092 

$258,010 

$288,869 

$348,666 

$881,736 

Increase  in  operating  expenses  due  to 

(1, 848, 648) 
1,848,643 

(86,186) 

(2,117,864) 

(2,375,835) 

(2,655,488) 

(2,968, 176) 

(3,272,585) 

(8.628,187) 

2,117,864 

2,375,885 

2,655,488 

2,963,176 

3,272,585 

3,628,137 

Increase  in  interest  expense  on  inflated 
investments _ 

(H260) 

(75,685) 

(97,233) 

(119,674) 

(144,095) 

(166,812) 

Net  income,  (loss)  inflated  basis _ 

$(94,016) 

$(87,502) 

$10,416 

$99,038 

$106,527 

$142,407 

$155,777 

$160, 195 

-$204,571 

$214,924 

198 


debt  repayment  grow  $1.1  billion,  and  a  drop  in  tem¬ 
porary  cash  investment  decreases  working  capital  by 
$0.5  billion. 

Moreover,  while  the  uninflated  projections  call  for 
ConRail  to  stop  borrowing  federally  funded  debt  in 
1981,  the  inflated  projections  show  that  ConRail  is  still 
borrowing  at  the  end  of  the  10-year  period.  To  ascertain 
when  the  need  for  additional  funds  would  cease,  projec¬ 
tions  were  made  for  the  years  from  1985  to  1995,  assum¬ 
ing  no  further  inflation  after  1985. 

Under  this  assumption,  ConRail’s  need  for  additional 
federal  funding  would  not  cease  until  after  1990.  It  is 
possible,  however,  that  private  sector  financing  could 
take  the  place  of  federal  funding  in  the  later  years  if 
the  planned  results  are  attained  in  the  early  years. 

The  Association  is  still  reviewing  and  refining  as¬ 
sumptions  used  to  develop  the  inflated  projections.  Of 
primary  concern  to  the  Association  is  the  assumption 
regarding  freight  rate  increases.  As  related  above,  the 
rate  increases  were  calculated  to  compensate  ConRail 
for  the  total  dollars  necessary  to  offset  the  inflationary 
increase  in  ordinary  expenses. 

However,  in  light  of  the  ICC’s  recent  suspension  of 
the  Class  I  rail  carriers’  proposal  for  a  7  percent  in¬ 
crease,  ex  parte  310,  the  automatic,  non-regulatory  lag 
rate  increase;  action  projected  for  ConRail  could  be  con¬ 
sidered  unn'alistic.  To  the  extent  the  ICC  does  grant 
rate  increases  in  1976  equivalent  to  the  real  dollar  cost 
of  inflation,  ConRail  should  not  have  to  apply  for 
“catch  up”  rate  relief  in  future  years. 

Although  the  general  symptoms  of  inflation  affect 
all  business,  not  all  companies  can  attain  large  infusions 
of  general  rate  relief  to  compensate  for  their  increased 
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costs.  The  ability  of  a  company  to  pass  inflationary  costs 
on  to  its  customei-s  primarily  depends  on  its  competitive 
market  position.  The  concept  that  railroads  will  be  able 
to  pass  through  all  inflationary  costs  presumes  that 
other  competitive  transportation  modes  will  have  simi¬ 
lar  increases. 

Yet  ship|)ers  are  not  simply  concerned  with  trans¬ 
portation  cost  but  total  distribution  costs,  and  have 
l)oen  historically  innovative  and  creative  in  reducing 
the  transportation  cost  ingredient  in  their  total  unit 
product  cost,  through  redefined  material  distribution, 
rationalized  warehousing  and  adjusted  manufacturing 
processes.  Historically,  general  rail  rate  increases  have 
lieen  succeeded  by  some  diversion  by  shippers  of  high 
rated  commodities,  which  has  a  more  dramatic  effect 
on  the  net  income  than  it  does  on  traffic  volume  or 
revenue. 

Funding  Requirements  and  Sources 

Despite  the  problems  involved  in  forecasting  the  effect 
of  inflation,  the  level  of  funding  required  by  ConRail 
in  the  inflated  projections  is  so  much  greater  than 
in  the  uninflated  projections  that  any  discussion  as  to 
how  the  financing  need  can  be  met  should  be  based  on  an 
evalution  of  the  inflated  requirements.  The  inflated  pro 
forma  projections  project  that  total  liabilities,  exclusive 
of  payment  by  ConRail  for  assets  conveyed  by  the 
estates,  reach  a  peak  in  1985  at  $5.3  billion.  Of  this 
amount  approximately  $3  billion  will  consist  of  federal 
notes  and  $500  million  will  consist  of  equipment  obliga¬ 
tions.  The  Association  expects  ConRail’s  needs  to  be 
met  through  a  combination  of  private  and  government 
funds,  although  the  precise  mix  cannot  yet  be  deter- 


Table  6. — Analysis  of  increase  (decrease)  in  ConRail  financing  requirements  due  to  inflation  (years  ended  Dec.  SI) 

[Dollar  amounts  in  thousands] 


1976 

1977 

1976 

1070 

1960 

1961 

1962 

1968 

1984 

1965 

Cumulative 

$(566) 

$(2,025) 

$(6,279) 

$(9,838) 

$(13,488) 

$(16,004) 

$(20,260) 

$(24,341) 

$(29,867) 

3(35,825) 

$(160,247) 

(566) 

(2,925) 

(6.279) 

674 

20,600 

(9.838) 

2,169 

34,017 

(13,433) 

3,818 

50,442 

(16.904) 

5,513 

70,172 

(20,260) 

6,867 

00,366 

(24,841) 

8,682 

110,092 

(35.825) 

14,485 

152,327 

(160,247) 

58,729 

674,270 

2,501 

10,009 

2,025 

7,174 

15,065 

26,348 

40,827 

58,761 

76,964 

95,333 

114,228 

130,987 

567,752 

81,665 

10,521 

110^512 
44,  ISO 
2,366 
(5tt) 
(31,980) 

152,187 

35,000 

6,755 

(5,011) 

(82.587) 

171,407 

46,211 

13,055 

(2,855) 

(15,506) 

206,460 

31,858 

21,797 

108 

(15,434) 

245,335 

37,607 

32,166 

(5,672) 

(11.361) 

237,040 
24,388 
45,004 
(61, 103) 
(14.257) 

305,619 
53,558 
55,923 
(100, 674) 
(15,444) 

313,202 

61,847 

70,404 

(172,025) 

(15.472) 

822,369 

62,130 

84,552 

(223,000) 

(18.353) 

2,145,816 

407,259 

832,112 

(572,360) 

(191,516) 

(2.060) 

(21.161) 

|7a900 

$181,650 

$171, 470 

$239,158 

$285,611 

$356,856 

$306,036 

$394,315 

$372,274 

$358,665 

$2,689,063 

17,500 

153,979 

23,106 

216,052 

25,486 

260,125 

28,268 

328,588 

19,512 

288,524 

42,848 

351,467 

49,478 

322,796 

49,706 

306,079 

255,904 

2,433,159 

70.090 

131,659 

$70,000 

$181,650 

$171,479 

$239,158 

$285,611 

$356,856 

$306,036 

$894,315 

$872,274 

$858,685 

$2,669,068 

Change  in  financing  requirements  caused  by  an  increase 
(decrease)  in  the  following: 

Net  income  before  fixed  charges . . . 

Depreciation. . 


Cash  firom  operations  before  fixed  charges. . 

Equipment  interest . . . 

Federal  notes  interest _ _ _ _ 


Cash  from  operations  after  fixed  charges. 


Road  property  additions,  net  of  salvage.. 
Equipment  additions,  net  of  retirements. 

Repayment  of  debt . . 

Current  assets  and  liabilities,  net . . 

Other  changes,  net . . 


Additional  financing  required  as  a  result  of  Inflation. .. 

Sources  for  additional  financing: 

Equipment  notes . . . 

Federal  notes _ _ _ _ _ 


Total  additional  financing  required.. 
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mined.  This  section  examines  the  nature  of  ConRail’s 
funding  requirements  and  discusses  some  of  the  poten¬ 
tial  sources  for  meeting  them.  Because  the  Association 
assumes  that  necessary  funds  will  initially  be  difficult 
to  obtain  from  the  private  sector,  it  is  further  assumed 
that  federal  financing  will  be  the  principal  source  of 
such  funds.  Therefore,  the  term  used  for  external  funds 
throughout  the  report,  regardless  of  source  is  “federal 
notes.” 

Current  Liabilities. — ^The  inflated  balance  sheet  shows 
that  the  current  ratio  (current  assets  divided  by  current 
liabilities)  is  1.03 : 1  in  1976  and  only  0.94 : 1  in  1985. 
This  analysis  indicates  that  ConRail  will  need  a  slightly 
higher  level  of  working  capital  and  more  cash  and  cash 
equivalents  than  was  assumed  in  the  $100  million  cash 
balance  in  the  pro  forma  projections  to  have  a  working 


capital  position  consistent  with  the  average  of  Class  I 
railroads  in  the  T".S.  for  1973.  To  do  so,  current  assets 
would  have  to  be  104  percent  of  current  liabilities,  in¬ 
cluding  debt  due  within  1  year.*  This  would  necessitate 
adding  to  the  cash  and  temi)orary  investment  account 
$6.3  million  in  1976,  $55.5  million  in  1980  and  $149.9  mil¬ 
lion  in  1985.  The  additional  need  could  be  met  with  an 
increase  in  long-tenu  debt  or  capital. 

Equipment  Financing. — ConRail’s  new  equipment  re¬ 
quirements  will  be  substantial.  Preliminary  estimates, 
which  will  be  refined  as  the  planning  proceeds,  call  for 
expenditures  for  new  locomotives  and  rolling  stock  to 
average  $102.3  million  per  year  through  1980.  In  addi- 

>  ARsoclatloii  of  American  Rallroadfi,  Statistica  of  Railroada  of  Claas 
I  in  the  U.8.,  August  1974. 


THE  ECONOMIC  OUTLOOK  TO  1985 

firms  to  continue  borrowing  heavily  in  the  debt  market. 
The  high  long-term  bond  interest  rate  experienced  in 
1974  is  thus  expected  to  be  maintained  for  the  next  few 
years. 

The  jieriod  1976  to  1978  is  expected  to  benefit  greatly 
from  the  eeonomic  turnaround  of  1975  with  a  sustained 
moderate  growth  rate  of  5  percent.  It  is  also  felt  that 
the  significant  real  growth  of  1975  through  1978  will 
reault  in  over-capacity  for  industry  in  the  Ignited  States 
with  consequential  slowdown  of  the  economy  in  1979. 
The  slowdown  is  anticipated  to  last  only  a  year,  how¬ 
ever,  with  the  economy  returning  to  an  equilibrium 
growth  rate  of  4  to  5  percent.  Assuming  that  the  1979 
slowdown  remains  at  a  moderate  level,  the  rate  of  in¬ 
flation  for  GNP  will  average  5  percent  and  real  growth 
will  remain  at  a  4  percent  annual  rate.  These  rates  are 
expected  to  continue  to  1985. 


LONG-TERM  FORECASTS 


Macro  economic  Indicators 

Railroad  economic  indicators 

Real  growth 
QNP  in  1958 
dollars 

Inflation  as 
measured  by 
consumer 
price  index 

Price  index  of  railroad 
materials  (Oeneral  supplies, 
machinery,  and  equipment) 

Labor  wages ' 

Long-term 
government 
bond  rate 

Equipment 

trust 

certlflcate 

rate 

1978 . 

Annual  per¬ 
cent  change 

5.9 

Annual  per¬ 
cent  change 
6.2 

Annual  per¬ 
cent  change 

Cumulatite 

100.0 

Annual  per¬ 
cent  change 

7.6 

1974 . 

-1.8 

11.4 

13.8 

118.8 

5.2 

9.1 

1975 . 

-a  6 

ia4 

17.8 

184.0 

11.3 

9.5 

1976 . 

5.3 

7.0 

5.0 

140.7 

9.4 

7.8 

10.1 

5.7 

7.1 

5.7 

148.7 

8.8 

ia4 

8.9 

6.1 

5.2 

156.4 

ia3 

9.9 

8.5 

5.3 

4.3 

163.1 

9.4 

9.6 

4.4 

4.9 

4.4 

170.2 

7.2 

7.8 

9.0 

4.7 

4.8 

4.8 

177.5 

6.6 

7.8 

8.6 

1962 . 

4.4 

4.9 

4.6 

185.6 

6.5 

7.4 

8.4 

1961 . 

8.5 

5.0 

4.0 

198.1 

6.2 

7.5 

8.2 

1984 . . . 

8.5 

4.9 

8.9 

20a7 

6.0 

7.7 

7.9 

1965 . . 

4.0 

4.8 

8.5 

207.8 

6.0 

7.9 

7.9 

I  Adjusted  for  effects  of  agreement  in  January  1975.  Source:  Chase  Econometrics,  Nov.  21, 1974. 


The  total  economic  outlook  for  the  year  1975,  as 
measured  by  real  GNP,  is  expected  to  be  slightly  better 
than  1974,  although  significant  improvements  are  not 
projected  until  the  end  of  the  second  quarter  of  1975. 
Real  GNP  is  then  expected  to  rise  modestly  as  a  result 
of  higher  new  car  sales,  housing  starts,  higher  levels 
of  inventory  investments  and.  increased  stability  in 
world  oil  prices.  An  anticipated  decline  in  food  prices 
is  expected  to  reduce  inflation  to  less  than  7  percent  by 
the  end  o^  1975. 

The  Federal  Reserve  near-tei*m  monetary  policy  is 
expected  to  be  one  of  restricted  money  supply  even 
when  the  economy  shows  slight  positive  results.  Short¬ 
term  interest  rates  should  remain  relatively  high.  Plant 
and  equipment  investments  are  expected  to  grow  dra¬ 
matically  in  response  to  consumer  demand  characteris¬ 
tic  of  the  positive  growth  economy,  but  profits  are  ex¬ 
pected  to  remain  at  current  depressed  levels,  forcing 
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tioii,  (luring  CoiiRail’s  initial  year  of  operation,  freight 
car  rehabilitation  will  reqiiii’e  $62.1  million  and  heavy 
overhaul  of  locomotives  $59.7  million.  As  an  average,  car 
rehabilitation  will  require  $58.4  million  {jer  year  and 
locomotive  overhaul  $62.6  million  per  year  through 
1980. 

Five  alternatives  exist  for  obtaining  new  equipment: 
leasing,  equipment  trust  certificates,  conditional  sales 
agreements,  short  term  rentals  and  cash  purehases.  Con- 
Rail  will  mix  these  traditional  techniques  to  its  ad¬ 
vantage  in  accordance  with  its  credit  standing  in  the 
private  capital  markets.  The  possibility  of  equipment 
financing  through  shipper  participation  is  also  being 
considered.  ConRail  could  accomplish  this  indirectly 
by  encouraging  a  higher  volume  of  shipper-owned  cars 
or  directly  by  participating  in  joint  financing  equipment 
with  shippers. 

Although  railroad  equipment  has  traditionally  .served 
as  its  own  collateral,  USRA  has  conservatively  assumed 
in  the  pro  forma  projections,  that  ConRail  would  pur¬ 
chase  equipment  with  cash  obtained  from  federally  sup¬ 
ported  debt  in  its  first  two  years  of  operation.  In  years 
three  and  four  it  was  assumed  that  50  percent  of  the 
cost  of  new  equipment  would  he  financed  through  se¬ 
cured  equipment  instruments.  From  the  fifth  year  on¬ 
ward  it  w’as  assumed  that  traditional  financing  could 
l)e  arranged;  hence  the  projections  are  based  on  a  20 
l>ercent  dowuipayment  from  operating  funds  and  an  80 
l)ercent  equipment  financing  from  the  private  capital 
markets.  ConRail  may,  of  couise,  he  ahle  to  accelerate 
this  program  and  l)egin  self-suppoiting  equipment 
financing  at  an  earlier  date. 

Remaining  Funding  Requirements. — ^The  hulk  of 
ConRail’s  remaining  financing  requirements  is  asso¬ 
ciated  with  the  rehabilitation  of  equipment  and  track 
and  the  support  of  operating  los.ses  in  early  years.  Be¬ 
cause  funds  for  these  purposes  are  not  easily  obtained 
from  private  sources,  the  Association  assumed  that 
federally  supported  debt  would  l)e  available  to  meet 
these  I’equirements. 

The  actual  amount  of  federal  debt  needed  by  ConRail 
in  any  given  year  was  assumed  to  be  the  amount  of 
money  required  to  meet  all  cash  needs  after  utilization 
of  cash  generated  from  operations,  subsidies,  equipment 
financing,  and  non-interest  bearing  liabilities. 

From  the  projected  results  of  ConRail  on  an  inflated 
basis,  using  modified  l)etterment  accounting,  the  federal 
debt  levels  for  stdected  yeai*s  are  listed  below. 


($000) 

Ft'ciorjil  1976  i9ao  im 

Curront -  $!.'>,  124  $61,006  $114,441 

Longterm .  .">38,  .'>84  1,737,129  2,871,804 

Total . . $5,')3,  708  $1,798,22.")  $2,986,245 


‘  Expressed  In  pro  formn  projections  as  “Federal  Notes”  (long-term 
debt)  and  “Current  Portion  of  Federal  Notes.” 


The  federal  debt  i-eaches  almost  $3  billion  by  1985. 
Since  the  provisions  of  the  Act  in  Section  211  allow  for 
$1  billion,  the  difference  of  approximately  $2  billion 
must  come  from  either  increased  federal  financing  or 
private  source  borrowings. 

The  amount  of  debt  that  could  be  supported  by  Con¬ 
Rail  would  depend  primarily  upon  its  ability  to  service 
that  debt  through  normal  operations.  As  shown  in  Table 
7,  ConRail  eventually  w'ould  be  able  to  service  the  debt, 
but  the  coverage  of  fixed  charges  remains  low,  even  as 
late  as  1985,  c<Mnpared  to  the  acceptable  level  of  2.0, 
due  to  a  slow  growth  in  the  rate  of  earnings  coupled 
with  an  assumed  steady  interest  rate  on  a  climbing 
total  debt  burden.  After  1985  the  level  of  debt  begins 
to  decline  as  the  peak  requirements  of  the  rehabilitation 
program  are  satisfied. 

Although  the  Assex^iation  assumed  that  federally  sup¬ 
ported  debt  would  supply  a  majority  of  ConRail’s 
funding  requirements,  alternative  sources  or  other  types 
of  support  certainly  exist.  The  federal  goveimment’s  fi¬ 
nancial  involvement,  for  instance,  may  take  a  different 
form  from  that  assumed.  Or,  it  may  prove  possible  to 
obtain  a  portion  of  the  financing  from  the  private  mar¬ 
kets.  The  feasibility  of  using  some  of  these  alternative 
types  of  private  financing  is  discussed  below. 

Bonded  Debt. — ConRail’s  ability  to  obtain  mortgage 
or  other  long-term  bonds  from  the  private  capital  mar¬ 
kets  will  be  largely  dependent  on  its  actual  proven  re¬ 
sults  during  its  first  5  years  of  operations  and  more 
current  projections  for  future  operations  thereafter. 
Industry  and  market  conditions  will  also  determine  the 
practicality  of  such  instruments  as  either  private  place¬ 
ments  or  public  issues. 

Trends  in  first  mortgage  bond  issues  for  railroads 
have  not  been  encouraging.  Railroads  in  general  have 
had  to  pay  relatively  high  interest  rates.  Sinking  funds, 
which  reduce  the  av^erage  life  of  the  bonds,  hav’e  become 

Table  7. — ConRail  fixed  charge  coverage 


Interest  Expenses  * _ 

Equipment  Rentals  * _ 

1976 

$39,  729 
107,  487 

1980 

$13.5,  6.39 
90.  666 

1986 

$244,  551 
109,812 

Fixed  Charge  Total  — 

$147,  216 

$226,  305 

$354,  363 

Income  (Loss)  Before  Taxes 
and  Fixed  Charges  ® . 

$53,  200 

$332,  832 

$.569,  287 

Fixed  Charge  Coverage - 

0.  36 

1.  47 

1.  61 

*  Interest  Expenses  were  calculated  by  adding  the  additional  Interest 
due  to  Inflation  to  the  uninflated  Interest  charges  shown  In  the  Statement 
of  Income  for  1976-1985. 

*  These  numbers  were  adjusted  upward  to  allow  for  Inflationary  In¬ 
creases.  A  traditional  Industry  ratio  of  one-third  of  the  total  expenses 
was  used  to  calculate  the  interest  portion  of  equipment  rentals.  Equip¬ 
ment  Rentals  are  shown  In  the  Income  Statements  on  an  uninflated  basis 
as  part  of  Interest  and  Other  Income  Expenses  (locomotive  leases)  and 
Net  Car  Hire  (leased  and  rented  cars). 

*  This  line  was  calculated  by  adding  the  Interest  amount  described  In 
footnote  2  to  the  uninflated  Income  Before  Taxes  and  Fixed  Charges. 
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increasingly  necessary  to  attract  investors.  Obviously, 
rate  and  saleability  will  be  affected  money  market 
conditions  and  alternate  investment  opportunities. 

From  1947  to  1973,  the  total  long-term  debt  of  the  rail¬ 
road  industry  increased  slowly  from  $9  to  $11.5  billion. 
However,  bonded  debt  droppexi  from  approximately  $7 
billion  to  approximately  $4  billion  while  equipment 
debt  increased  from  $1  billion  to  $4.5  billion.  Other  long¬ 
term  debt,  which  has  grown  from  $1  billion  to  $3  bil¬ 
lion,  is  composed  of  receivers’  and  trustees’  securities, 
long-term  debt  in  default  and  non-negotiable  debt  to 
affiliated  companies.^ 

Absent  an  improvement  in  the  prospects  of  the  rail¬ 
road  industry  as  a  whole,  it  is  unlikely  that  ConRail 
will  be  able  to  avail  itself  of  bonded  debt  as  a  material 
source  of  capital. 

Commercial  Bank  Debt. — It  is  assumed  that  ConRail 
will  establish  a  full  range  of  relationships  with  com¬ 
mercial  banks  which  can  best  satisfy  its  needs.  These 
needs  will  include,  but  not  be  limited  to,  depository 
accounts,  short-term  boriowing  requirements  and  vari¬ 
ous  administrative  services.  No  long-term  debt  from 
banks  has  been  assumed  in  the  pro  forma  projections, 
although  short-term  lines  of  credit  and  medium-term 
financing  may  be  piu^ued  by  ConRail  to  finance  its  day- 
to-day  operations.  The  Final  System  Plan  will  include 
more  specific  assumptions  concerning  bank  debt.  At  this 
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point,  it  is  not  planned  as  a  key  source  of  funds  for  the 
rehabilitation  or  capital  program. 

Employee  Stock  Ovmership  Plan  {E80P). — Section. 
206(e)  of  the  Act  requires  that  the  Final  System  Plan 
set  forth  the  manner  in  which  employee  stock  owner¬ 
ship  plans  may  to  the  extent  practicable,  be  utilized  for 
meeting  the  capitalization  requirements  of  the  Corpora¬ 
tion.  USRA  is  giving  thorough  consideration  to  this 
issue  and  is  aware  of  the  possible  advantages  to  be 
gained  through  employee  stock  plans  for  ConRail.  How¬ 
ever,  whether  ESOP  or  some  alternative  incentive  sys¬ 
tem  can  be  made  applicable  to  ConRail  is  not  yet  known. 

Any  plan  will  need  to  be  conceived  and  administered 
with  great  care  in  order  to  be  a  positive  rather  than  a 
negative  motivator  of  employees.  The  Association  is 
attempting  to  determine  the  extent  to  which  employee 
stock  ownership  plans  provide  an  opportunity  for  lower 
cost  financing  and  for  more  employee  participation,  in¬ 
volvement  and  commitment  to  an  organization.  The  im¬ 
plementation  of  an  ESOP  must  be  fair  and  effective  for 
all  classes  of  stockholders  and  the  employees  themselves. 
Distribution  of  stock  to  employees  should  result  in  an 
investment  which  has  value  to  them,  and/or  an  incen- 
tiv’e  from  which  all  parties  will  benefit  as  employees 
work  to  improve  the  economic  performance  of  ConRail. 
USRA  is  studying  the  practicality  of  employee  stock 
ownership  from  both  of  these  points  of  view  and  in  the 
light  of  the  pro  forma  projections. 


T.\blk  8. — ConRail  income  (loss)  proforma  projections,  1976-86,  as  of  Dec.  31 


(Thousands  of  1973  dollars] 


• 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

Railway  op«ratinf{  revenues; 

Freight.. . 

$1,892,340 

$2,059,300 

$2,016,110 

$2,055,600 

$2,089,250 

$2,123,920 

$2, 161, 150 

$2, 196,280 

$2,234,240 

Passenger  and  other _ 

487,856 

503,256 

503,184 

501,880 

501,993 

499,564 

490,948 

496,128 

497,428 

499,079 

Total  railway  operating  revenues _ 

2,380,196 

2,562,556 

2,519,294 

2,557,480 

2,591,243 

2,623,484 

2,652,098 

2,691,408 

2,731,668 

2,773,979 

Operating  expenses: 

Maintenance  of  way _ _ _ 

267,479 

312,806 

269,901 

271,413 

271,673 

273,441 

274,361 

279,967 

283,620 

284,770 

Maintenance  of  equipment _ 

409,085 

414,959 

409,120 

416,505 

423,283 

423,906 

425.461 

434,200 

436,740 

438,459 

Transportation _ _ 

1. 105,542 

1, 144,400 

1,119,273 

1, 105,679 

1,003,672 

1,085,917 

1,077,418 

1,073,929 

1,071,796 

1,072,338 

General,  administrative  and  other _ 

186,998 

184.892 

182,767 

180,858 

179,318 

177,775 

177,655 

177,530 

177,647 

177,831 

Total  operating  expenses . . . . 

1,960, 104 

2,057,057 

1,981,061 

1,974,545 

1,967,946 

1,961,038 

1,954.8M 

1,965,626 

1,969,808 

1,973,398 

Net  operating  revenue _ _ _ 

411,092 

'  506,499 

538,233 

582,035 

623,297 

662,446 

697,203 

725,782 

761,866 

800,581 

other  Income  (expenses): 

' 

Net  car  hire _ _ _ 

(228,445) 

(243,245) 

(208,945) 

(142,645) 

(155,045) 

(143,645) 

(148.545) 

(158,045) 

(153,545) 

(177, 145) 

Payroll  taxes _ _ _ _ _ 

(145,520) 

(147,232) 

(142,0<(6) 

(140,384) 

(138,672) 

(138,672) 

(138,672) 

(135,248) 

(133,536) 

(133,536) 

Other  taxes . . . . 

(54,744) 

(54.744) 

(54,744) 

(54.744) 

(54.744) 

(54,744) 

(54,744) 

(54,744) 

(54,744) 

(54,744) 

Interest  and  other  income  and  expenses _ 

(36,670) 

(34,670) 

(32,670) 

(32,670) 

(32,670) 

(25,625) 

(22.464) 

(10,661) 

^646 

24,319 

Total  other  expenses,  net _ 

(465,379) 

(479,891) 

(438,455) 

(370, 443) 

(381, 131) 

(362,686) 

(364,425) 

(358,698) 

(335, 179) 

(341, 106) 

Income  before  taxes  and  fixed  eharges  (deficit). 

(54,287) 

25,608 

99,778 

212, 492 

242,166 

299,760 

332,778 

367,084 

426,686 

459,475 

Interest  expense _ _ 

37,138 

53,011 

67,998 

77,268 

81,379 

81,668 

79,768 

78,215 

78,020 

77,789 

Income  before  Federal  income  taxes  (deficit)... 

(91,425) 

(27.408) 

31,780 

160,787 

218,092 

253,010 

288,869 

348,666 

381,736 

MMiiiiiia 

Net  income  (loss) . . . . 

$(91,425) 

$(27,403) 

$31,780 

$135, 224 

$160,787 

$218,092 

$253,010 

$288,869 

$348,666 

$381,736 
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1970 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1965 

ASSETS 

Current  assets: 

Cash . 

$100,000 

$100,000 

$100,000 

$100,000 

$100,000 

$100,000 

$100,000 

$100,000 

$100,000 

$100,000 

Temporary  cash  investments . 

1,  2AA 

X7!s 

1.U  1Q7 

Accounts  receivable  less  allowance . 

309,425 

333,132 

327,508 

332,472 

336,862 

341,053 

344,773 

849,883 

355,117 

360,617 

Material  and  supplies . 

117, 139 

118,812 

109,863 

110,298 

110,842 

108,400 

107,106 

107,942 

106,537 

105,756 

Other  current  assets . 

54,948 

58,371 

57,309 

57,928 

58,495 

58,987 

59,456 

60,208 

60,935 

61,734 

Total  current  assets . 

581,512 

610,315 

594,680 

600,698 

606,199 

609,676 

669,710 

773,230 

943,183 

1. 167,968 

Property  and  equipment,  at  cost: 

1 

Land  (Notes  2  and  5) . 

Road  and  facilities  (notes  1,  2  and  5) . 

308,726 

508,776 

717,971 

918,696 

1,128,429 

1,347,666 

1,553,469 

1,756,244 

1,954,612 

2,137,980 

Transportation  equipment  (notes  1, 2  and  5) . 

309,625 

409.206 

i 

473,701 

550,463 

596,004 

649,138 

678,964 

742,490 

810,316 

872,160 

Total,  properties . 

018,351 

912,984 

1, 191, 672 

1, 469, 159 

1,724,433 

1  mA,fVM 

2,239  m 

2  4QR  73U 

Less  accumulated  depreciation . 

43,487 

9^168 

147,422 

208,477 

274,692 

345,303 

419,787 

498,515 

582,784 

672’ 524 

Net  properties . 

574,864 

820,816 

1,044,250 

1,260,682 

1,449,741 

1,651,501 

1,812,646 

2,000,219 

2, 182, 144 

2,337,616 

Other  assets . 

54,745 

58,939 

57,943 

58,822 

59,600 

60,341 

60,998 

61,903 

62,829 

63,802 

Total  assets . 

$1,211,121 

$1,490,070 

.....  ,  i 

$1,696,873 

$1,920,202 

$2,115,540 

$2,321,518 

$2,543,354 

$3, 188, 156 

$3,569,406 

LIABILITIES  AND  STOCKHOLDERS’ 

EQUITY 

Current  liabilities; 

Accounts  and  wages  payable . 

$131, 172 

$135, 102 

$132, 219 

$132,285 

$132, 498 

$182,306 

$132,390 

$133,346 

$133,992 

$134,948 

Accrued  liabilities . 

271,713 

279,853 

273,882 

274,020 

274,460 

274,063 

274,237 

276,218 

277,554 

279,535 

Other  current  liabilities . 

99,968 

107,627 

105,810 

107,414 

108,832 

no,  186 

111,388 

113,039 

114,730 

116,507 

Current  portion  of  equipment  notes . 

37,180 

35,601 

36,607 

32,773 

27,460 

28,340 

24, 919 

26,506 

27,484 

23,608 

Current  portion  of  federal  notes . 

12,757 

22,146 

28,049 

31,600 

33,336 

33,336 

33,336 

33,336 

33,336 

33,336 

Total  current  liabilities . 

552,790 

580,329 

576,567 

578,092 

576,586 

578,231 

576,270 

582,445 

587,096 

587,934 

Long-term  debt,  less  current  portion: 

1 

Equipment  notes  (notes  2  and  3) . 

177,843 

140,635 

149,344 

164,010 

181, 116 

182,997 

210, 251 

239,967 

268,679 

Federal  notes  (notes  2  and  3) . 

469,960 

878,530 

953,442 

972,183 

988,847 

905,511 

872, 176 

838,840 

805,504 

Other  debt  (note  5) . 

Other  noncurrent  liabilities; 

Self-insurance  reserves. . 

39,473 

55,947 

55,926 

56,880 

57,758 

58,536 

59,277 

60,248 

61,241 

62,320 

Other . 

62,480 

100,901 

132,263 

134,268 

136,040 

137,733 

139,235 

141,299 

143, 413 

145,634 

Total  Uablllties . 

1,302,546 

1,608,898 

1,783,921 

1,872,026 

l,906,5n 

1,894,463 

1,863,290 

1,866,419 

1,870,557 

1,870,071 

Stockholders  equity: 

mm 

HHi 

mi 

im 

• 

Capital  stock  (notes  2  and  5) . 

mnnniiii 

nnnnniii 

Additional  paid-in  capital  (notes  2  and  6)_.. 

HHBHB 

■HiliiiiiB 

BBBBH 

Retained  earnings  (deficit) . 

(91,425) 

(118,828) 

(87,048) 

48,176 

208,963 

427,055 

680,064 

968,933 

1,317,599 

1,699,335 

Stockholders’  equity . 

(91,425) 

(118,828) 

(87,048) 

48,176 

208,963 

427,055 

680,064 

968,933 

1,317,599 

1,099,335 

Total  liabilities  and  stockholders’  equity _ 

$1,490,070 

$1,696,873 

$1,920,202 

$2, 321, 518 

$2,  .543, 354 

$3, 188, 156 

$3,569,406 

NOTES  TO  THE  PRO  FORMA  PROJEaiONS 

Note  1 — Summary  of  Significant  Accounting  Policies 

Accounting  Methodn. — The  financial  statements  are 
presented  on  a  modified  betterment  basis  for  road  prop¬ 
erties.  Under  the  modified  betterment  method,  costs  of 
I'ehabilitating^  track  structures  are  capitalized  and  are 
not  depi-eciated.  Costs  of  additions  and  improvements 
in  track  structures  are  likewise  capitalized  and  are  not 
depreciated  pui-suant  to  accountin^r  regulations  of  the 
Interstate  Commerce  Commission  (ICC).  Amounts 
capitalized  for  road  prajicifies  other  than  track  struc¬ 
tures  ara  depreciated  puisuant  to  ICC  regulations  over 
their  estimated  useful  lives.  Amounts  spent  maintaining 


track  and  replacing  track  with  comparable  weight  track 
are  expensed  when  incurred  according  to  traditional 
K.^C  accounting  regulations. 

The  modified  betterment  method  capitalizes  the  cost 
of  rehabilitation  of  track  structures  because  such  ex¬ 
penditures  must  be  made  to  bring  the  assets  acquired 
up  to  acceptable  operating  standards. 

ITnder  a  pure  betterment  accounting  method,  costs 
of  rehabilitating  track  stnictures  would  be  charged  to 
current  year’s  maintcnance-of-way  expenses  as  incur¬ 
red.  If  the  pro  forma  projections  were  prepared  on  a 
pure  betterment  accounting  method,  net  income  would 
be  lower  and  the  additions  to  the  road  asset  accounts 
would  be  reduced  by  the  following  amounts;  which 
would  have  been  charged  dim'tly  to  operating  exjiense. 
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Change  to  road  annets  accounts  due  to  hetterment  accounting 

1073  dollara 
(thousands) 


1976  _  389, 988 

1977  _  72,  728 

1978  _  96,  441 

1979  _  104, 145 

1980  _  137,  828 

1981  _  133, 804 

1982  _  126,  099 

1983  _  112,  529 

1984  _  101, 833 

19*  _  82,  472 


Total  for  planning  horizon - $1, 067,  867 


The  programmed  expenditures  for  rehabilitation  of 
the  right-of-way  and  structures,  expressed  in  unin¬ 
flated  1973  dollars,  totals  $2,278  million  and  is  accom¬ 
plished  over  a  14-year  period.  Of  this  amount,  $1,868 
million  is  expended  in  the  1976-1985  period  and  in¬ 
cluded  in  the  pro  forma  projections  included  herein. 

The  total  right-of-way  and  structures  capital  pro¬ 
gram  in  the  1976-1985  period,  included  in  the  pro  forma 
projections,  is  $2,016  million.  This  program  is  com¬ 
post  of  the  $1,868  million  of  rehabilitation  and  $636 
million  of  capital  expenditures  for  additions  and  better¬ 
ments  to  the  right-of-way  and  structures,  less  salvage 
proceeds  of  $488  million. 

When  inflated  to  current  dollars  over  the  10-year  pro¬ 
jection  period,  in  accordance  with  the  inflation  factors 
developed  by  Chase  Econometrics,  the  10-year  reha¬ 
bilitation  program  increases  to  $3,901  million,  the 
capital  expenditures  for  additions  and  betterments  to 
$1,313  million,  and  the  salvage  proceeds  to  $1,052 
million,  for  a  net  capital  expenditure  of  $4,162  million. 

Depreciation. — The  provision  for  depreciation  has 
been  calculated  on  a  group  composite  basis  over  the 
following  useful  lives  of  depreciable  assets. 


Equipment  Assets - 15  years — straight  line  nietliod 

Road  Assets - 35  years — straight  line  method 


T'5'nder  the  group  composite  method  of  depreciation, 
l)oth  new  and  old  assets  must  Ik*  depreciated  over  the 
same  average  expected  life.  Furthermore,  no  gain  or 
loss  may  be  recognized  when  asst*ts  ara  retired.  The 
original  cost  of  assets  retired,  net  of  any  salvage  is 
charged  to  the  accumulated  depreciation  account  under 
this  method  of  accounting,  which  is  consistent  with  ICC 
regulations  for  depreciable  properties. 

Salvage. — For  depreciable  assets  under  the  group 
composite  method,  no  profit  is  realized  on  salvage.  In¬ 
stead,  salvage  is  credited  to  accumulated  depreciation, 
lowering  the  net  book  value  of  such  assets. 

Salvage  for  non-depreciable  road  assets  is  nonnally 
reflected  as  a  reduction  of  operating  expense  under  the 
bettemient  accounting  method,  but  all  i-oad  asset  sal¬ 
vage  during  the  first  10  years  is  assumed  to  relate  to 
the  rehabilitation  program.  Accordingly,  road  asset 
salvage  reduces  the  amount  of  rehabilitation  capital¬ 
ized  by  the  amounts  indicated  below  for  road. 

Component  salvage  values  projected  for  each  year 
are  shown  below. 


Year 

1978  dollars  (thousands) 

Equipment 

Road  assets 

Total 

1976 . 

$8,800 

$19, 416 

$28,225 

1977 . . . 

5,011 

28,820 

88,831 

1978 . 

5,507 

81,606 

87,113 

1979 . 

6,202 

87,888 

44,085 

1980 . 

7,117 

62,088 

69,200 

1981 . 

8,674 

68,006 

66,682 

1962 . 

8,674 

62,211 

65,885 

1988 . 

8,674 

61, 441 

65,115 

1964 . 

8,674 

60,671 

64,845 

1965 . 

8,556 

60,671 

64,227 

Total . 

$45,808 

$487,762 

$533,660 

Tablk  10. — ConRail  proforma  projections  of  sources  and  uses  of  funds  and  required  financing,  1976-86 


(Thousands  of  197S  dollars] 


Sources  of  funds; 

Net  Income  (Loss) _ 

Depreciation— Road  and  Facilities . . 

Depreciation,  transportation  equipment. 

Cash  flow  from  operations . . . 

Other  sources  and  (uses)  of  funds: 

Additions  to  roadway  facilities _ 

Additions  to  transportation  equipment.. 

Repayment  of  debt _ 

Current  assets  and  liabilities _ 

Other  changes,  net . . 

New  financing  required _ ^ _ 

Sources  of  financing: 

Equipment  financing _ 

Other  financing _ _ _ _ _ _ 

Total  financing . 


1976 

1977 

1978 

1979 

1980 

1961 

1962 

1968 

1964 

1965 

$(91,425) 

$(27,403) 

$31,780 

$135, 224 

$160,787 

$218,092 

$253,010 

$288,869 

$348,666 

$881,736 

498 

1,534 

2,638 

8,780 

4,812 

5,920 

7,028 

8,158 

9,323 

42,994 

47, 147 

52,616 

57,825 

61,403 

64,694 

67,459 

70,570 

74,948 

79,270 

(47,938) 

21,278 

87,084 

196,279 

227,002 

288,706 

327,497 

367,597 

432,987 

471, 479 

(308,726) 

(195,050) 

(214, 195) 

(209, 733) 

(219,287) 

(205,803) 

(202,775) 

(198,368) 

(183,368) 

(313, 484) 

(104,594) 

(70,000) 

(82,964) 

(52,658) 

(56,806) 

(33,500) 

(71,500) 

(65,400) 

(41, 187) 

(49,937) 

(57,747) 

(64,656) 

(64,872) 

(60,795) 

(61,675) 

(58,2^ 

(59,841) 

(60,819) 

21,841 

(9,074) 

4,964 

KESIl 

(2,712) 

(58,574) 

(98,982) 

(166, 280) 

(220,091) 

51,017 

55,712 

37,844 

8,282 

8,989 

5,400 

5,255 

5.804 

5,852 

5,879 

$638,927 

$281,665 

$212, 100 

$147,994 

$94,202 

$45,446 

$26,800 

$53,700 

$57,200 

$52,820 

256,210 

882,717 

281,665 

35,000 

177,100 

41,482 

106,512 

42, 126 
52,076 

45,446 

1 

26,800 

53,760 

57,200 

52,820 

$638,927 

$147,994 

$94,202 

$45,446 

$26,800 

$53,760 

$52,320 
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Table  11. — ConRail  pro  forma  balance  sheet  (years  ended  Dec.  SI) 


(Thousands  of  inflated  dollars] 


1976 

1977 

1078 

1979 

1980 

1961 

1962 

1983 

1964 

1965 

ASSETS 

Current  anete; 

Cash . 

(100,000 

(100,000 

(100,000 

(100,000 

(100,000 

(100,000 

(100,000 

Temporary  cash  investments . 

Accounts  receivable  less  allowance . 

438,849 

506,451 

585,766 

577,615 

618,320 

655,501 

694,076 

736,961 

779,996 

830,735 

Material  and  supplies . 

171,832 

192,544 

198,640 

218,266 

236,505 

249,006 

264,157 

283,983 

299,429 

317, 121 

Other  current  assets . 

77,881 

89,096 

94,431 

101,821 

115,447 

122,816 

130,085 

187,762 

146,679 

Total  current  assets. . 

788,562 

888,001 

928,887 

997.702 

1,068,815 

1.119,956 

1,180,549 

1,250,949 

1,817,187 

L894,585 

Property  and  equipment,  at  cost; 

Land  (notes  2  and  5) . 

Road  and  facilities  (notes  1, 2  and  S) . 

695,973 

1,062,855 

1,434,487 

1,850,680 

2,315,252 

2,758,005 

3,266,489 

8,778,069 

4,283,796 

Transportation  equipment  (notes  1, 2  and  5) . 

320,146 

468,868 

563,361 

686,334 

763.733 

854,474 

906,688 

1, 156,445 

1,279,410 

Total  properties . 

710,567 

1,159,841 

1,625,716 

2,120,821 

2,614,418 

3,169,726 

3,666,788 

4,292,201 

5,568,215 

Less  accumulated  depreciation . 

45,448 

97,775 

159,939 

231,533 

312,031 

397,679 

492,877 

710,803 

836,153 

Net  properties . 

665,114 

1,062,066 

1,465,777 

1,889,288 

2,302,882 

2,772,047 

3, 174, 106 

3,696,200 

4,223,111 

4,727,062 

Other  assets . 

77,642 

80,603 

94,789 

109,396 

115,973 

122,796 

130,389 

137,999 

146,076 

Total  assets . 

(8.475,502 

*1,007,976 

?  1,477, 453 

(5,077,596 

(5,678,207 

(6,268,573 

LIABILITIES  AND  STOCKHOLDERS’  EQUITY 

Current  liabilities: 

Accounts  and  wages  payable . 

(185,647 

(208,168 

(221,508 

(289,000 

(256,102 

(270,433 

(280,027 

(805,902 

(824,813 

(345,007 

Accrued  liabilities . . . 

384,554 

431,105 

459,015 

495,060 

528,425 

560,183 

504,848 

633,064 

672,828 

715,899 

Other  current  liabilities . 

141,782 

163,628 

178,094 

186,614 

190,765 

211,777 

224.240 

236,101 

251,909 

266,301 

Current  portion  of  equipment  notes . 

37,180 

85,601 

87,774 

35,480 

31,866 

34,631 

32,511 

30,964 

41,230 

40,668 

Current  portion  of  federal  notes . 

15,124 

28,901 

89,937 

50,689 

61,006 

72,049 

81,666 

83,882 

104, 142 

114,441 

Total  current  liabilities . 

764,287 

867,488 

981,413 

1,006,881 

1,076,254 

1, 140,073 

1,210,002 

1,307,998 

1,395,012 

1,485,000 

Longterm  debt,  less  current  portion; 

Equipment  notes  (notes  2  and  S). . . . . 

177,843 

142,242 

156,968 

186,078 

221,822 

260,905 

274,708 

334,360 

309,806 

401,166 

Federal  notes  (notes  2  and  8) . 

538,584 

923,007 

1,214,151 

1,486,024 

1,737,120 

1.993.606 

2,300,526 

2,458,010 

2,677,265 

2,871,804 

Other  debts  (note  5) . . . 

Other  noncurrent  liabilities; 

. 

Self-insurance  reserves . 

66,007 

85,150 

91,607 

96,999 

106,219 

112,740 

119,583 

127,167 

134,802 

143,773 

Other . 

88,613 

158,396 

216,367 

238,268 

249,706 

264,721 

280,300 

297,627 

314,008 

335,480 

Total  Uablllties . 

1,625,334 

2, 171, 278 

2,610,506 

3,781,107 

4,004,807 

4,525,757 

4,021,885 

5,207,288 

Stockholders  equity: 

Capital  stock  (notes  2  and  5) . 

Additional  paid-in  capital  (notes  2  and  5) . 

HBBB 

HHBB 

Retained  earnings  (deficit) . 

(94,016) 

(131,518) 

(121, 108) 

(22,065) 

84,462 

228,860 

882,046 

551,841 

75^412 

971,335 

Stockholders’  equity . 

(94,016) 

(131,518) 

(121.108) 

(22,065) 

84,462 

226,809 

362,046 

551,841 

750,412 

971,336 

Total  liabilities  and  stockholders’  equity . 

(1, 5»i,m 

(2,039,760 

(2,489,4^3 

(2,980,18? 

(3,475,502 

(4,007,976 

K 477, 453 

(5,077,506 

(5,678,297 

(6,266,573 

F ederal  Income  Taxes. — No  provision  has  been  made 
for  federal  and  state  income  taxes  or  investment  tax 
credits  because  the  objective  of  the  pro  forma  statements 
is  to  ev’uluate  pretax  profit  potential. 

The  failure  to  indicate  income  taxes  on  the  financial 
statements  may  not  materially  affect  the  cash  require¬ 
ments  of  the  Company  during  the  10-year  planning 
horizon  because  opportunities  for  favorable  tax  treat¬ 
ment  could  result  in  the  substantial  elimination  or  de¬ 
ferral  of  income  taxes  during  that  period. 

If  additional  analysis  determines  that  the  tax  basis  of 
the  acquired  assets  in  the  hands  of  the  existing  rail¬ 
roads  exceeds  the  cost  of  these  assets  to  the  Company, 
and  if  under  existing  tax  laws  or  through  special  leg¬ 


islation  the  tax  basis  of  the  acquired  assets  can  be  car¬ 
ried  over  to  the  Company,  tax  savings  through  increased 
depreciation  and  amortization  deductions  should  be 
realized. 

If  operating  losses  from  early  years  of  the  Com¬ 
pany’s  operations  are  projected,  they  should  be  avail¬ 
able  for  carryover  to  reduce  or  eliminate  income  taxes 
in  subsequent  years.  If  the  Company  is  permitted  to 
maintain  its  tax  records  on  a  pure  betterment  account¬ 
ing  basis  while  it  maintains  its  financial  records  on  a 
modified  betterment  basis  (a  matter  which  is  currently 
being  explored),  income  for  tax  purposes  may  be  con¬ 
siderably  less  than  income  for  financial  statement  pur¬ 
poses  for  a  considerable  period  of  time.  Also,  tax  lia- 
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bilities  may  be  further  reduced  if  accelerated  deprecia¬ 
tion  methods  are  utilized  for  tax  purposes.  No  provision 
is  made  on  the  financial  statements  for  the  deferral 
which  would  arise  under  these  situations  in  which  in¬ 
come  for  financial  reporting  purposes  exceeds  income 
for  tax  purposes  because  analyses  estimating  income 
for  tax  purposes  cannot  be  completed  until  the  tax 
basis  has  been  established  for  the  assets  acquired. 

Under  existing  law,  substantial  investment  tax  cred¬ 
its  should  be  generated  during  the  rehabilitation  pro¬ 
gram.  Subject  to  caiTj'Over  limitations,  these  credits 
should  be  available  to  reduce  income  tax  liabilities  in 
later  years. 

Note  2 — Initial  Financial  Condition 

For  purposes  of  forecasting,  the  starting  values  of  as¬ 
sets  to  be  acquired,  related  liabilities  to  be  assumed  and 
capitalization  are  as  follows : 

Thouaandt 


Cash _  0 

Althoa^  operating  cash  will  be  required,  no  ini¬ 
tial  cash  balance  is  assumed. 

I^and  _  0 

Valuation  of  land  is  not  yet  complete  and  there¬ 
fore  is  not  included  in  the  financial  statements. 

Road _ $121.  600 


Represents  the  cost  of  road  property  and  road  re¬ 
habilitation  financed  by  Government-guaranteed 
loans  under  Sec.  215  of  the  Act.  Valuation  of  other 
road  assets  acquired  is  not  yet  complete  and  is 
accordingly  not  included  in  the  financial  state¬ 
ments. 

Elquipment _  284,  610 

Represents  the  par  value  of  debt  tied  specifically 
to  equipment  pre.sently  owned  by  the  bankupt 
carriers  and  equipment  purchased  with  the  pro¬ 
ceeds  of  Government-guaranteed  loans  under  Sec. 

215.  Since  valuation  of  other  equipment  acquired 
from  bankrupt  carriers  is  not  complete,  no  value 
for  it  is  included  in  the  financial  statements. 


I  Total  assets _  406,210 

j  Elquipment  debt _ $256, 210 


Existing  unpaid  debt  (conditional  sales  agree¬ 
ments  and  equipment  trust  certificates)  to  be  as¬ 
sumed  by  ConRail,  related  to  equipment  to  be  ac¬ 
quired,  as  of  Jan.  1,  1976. 

Sec.  215  debt _  150, 000 

Government-guaranteed  debt  used  to  purchase 
and  make  roadway  improvements  on  rail  lines  to 
be  included  in  the  final  system. 

Capital  stock,  additicmal  paid-in  capital  and  other 

debt _  0 

The  valuation  of  capital  stock,  additional  paid-in 
capital,  and  other  debt  depend  upon  the  valua¬ 
tions  of  the  assets  acquired  in  exchange  for  the 
securities  issued.  Because  asset  valuations  are 
not  yet  complete,  no  values  are  assigned  to  these 
accounts. 


Total  liabilities  and  stockholder’s  equity _ : _ $406, 210 


Note  3 — Long  Term  Debt 

Equipment  Notes. — Collateralized  by  100  percent  of 
the  equipment  assets  initially  acquired  and  by  1(X)  per¬ 
cent  of  equipment  assets  purchased,  begimiing  in  1978, 

Equipment  debt  finances  50  percent  of  the  equipment 
acquired  in  1978  and  1979  and  80  percent  of  the  equip¬ 
ment  acquired  in  1980  and  thereafter  at  interest  rates 
which  vary  from  7.9  to  9.9  percent:  Principal  is  repaid 
in  15  equal  annual  payments  commencing  on  July  1  of 
the  year  following  the  year  the  debt  is  issued. 

Federal  Notes. — Guaranteed  by  theU.S.  Government 
as  to  interest  and  principal. 

Government  debt  finances  all  cash  needs  other  than 
equipment  debt.  Principal  is  repaid  in  30  equal  annual 
payments  commencing  on  July  1  of  the  year  following 
the  year  the  debt  is  issued  at  rates  ranging  from  7.3  to 
7.9  percent. 

Note  A — Commitments  and  Contingencies 

Leaser. — The  SEC  and  the  Financial  Accx)unting 
Standards  Board  require  disclosure  of  Off-Balance- 
Sheet  financing  in  the  form  of  long-term  leases.  Al¬ 
though  ConRail  will  lease  equipment,  buildings  and 
other  facilities,  no  disclosure  of  the  minimum  annual 
rentals  and  expiration  of  leases  is  given  because  of  lack 
of  detailed  data  for  developing  such  statistics  and  the 
fact  that  such  information,  although  required  for  ex¬ 
ternal  financial  reporting,  is  not  considered  necessary 
at  this  point  in  the  planning  aspects  of  the  pro  forma 
projections.  For  these  same  reasons,  the  capitalized 
value  of  lease  commitments  was  not  calculated. 

Pension  Plans. — The  pro  forma  projections  contain 
no  provision  for  liabilities  arising  out  of  unfunded 
pension  plans,  and  no  unrecorded  liability  for  unfunded 
past  service  is  anticipated. 

Obligations  of  Predecessor  Bankrupt  Railroads. — 
Because  the  Company  enjoys  protection  under  the  fed¬ 
eral  bankruptcy  laws  and  the  Regional  Rail  Reorgani¬ 
zation  Act  of  1973,  no  provision  is  made  on  the  pro 
forma  projections  for  uncollateralized  liabilities  of  the 
bankrupt  railroads.  These  uncollateralized  liabilities 
include  income  taxes,  real  estate  and  other  taxes, 
accounts  payable  in  default  and  other  unsecured 
obligations. 

Note  5— Shareholders'  Equity  and  Other  Securities  Issued 
at  Conveyance 

No  assumption  has  been  made  with  respect  to  the 
package  of  securities  to  be  transferred  for  the  assets  of 
the  bankrupt  estates  conveyed  to  ConRail.  Further¬ 
more,  no  value  is  placed  on  assets  acquired  from  the 
bankrupt  railroads  except  for  assets  with  specific  debt 
attached  to  them.  Sino.e  asset  valuations  are  not  com¬ 
plete,  valuations  could  not  be  made  for  Capital 
Stock,  Additional  Paid-In  Capital,  and  Other  Debt. 
Accordingly,  these  accounts  are  set  equal  to  zero. 
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DESIGN  OF  PRO  FORMA  FINANCIAL 
PROJEaiONS 

Althbugh  Section  206(e)  of  the  Act  calls  for  pro 
forma  financial  projections,  it  is  silent  with  respect 
to  the  design  of  the  projections,  the  level  of  details  to 
be  included  or  the  accounting  policies  to  be  used.  Among 
the  Association’s  first  problems,  therefore,  was  to  de¬ 
termine  what  type  and  how  many  projections  should  be 
prepared. 

Selection  of  the  number,  type  and  format  of  the  fi¬ 
nancial  projections  was  based  on  consideration  of  their 
potential  uses.  In  addition  to  meeting  the  requirements 
of  Section  206(e),  pro  forma  financial  projections  are 
necessary  to  demonstrate  compliance  with  other  goals 
and  designations  in  Sections  206  and  207. 

It  was  evident  that  pro  forma  financial  projections 
would  also  be  needed  by  ITSRA  staff  to  evaluate  plan¬ 
ning  alternatives  during  preparation  of  the  Preliminary 
and  Final  System  Plans  and  to  help  plan  ConRail’s 
financial  future  and  develop  financial  systems  and  pro¬ 
cedures.  Finally,  the  Association  acknowledged  that 
the  estate  of  the  bankrupts,  Congre^  and  other  pub¬ 
lic  bodies  would  need  financial  information  regarding 
TTSRA  financial  commitments,  the  retention  of  light- 
density  lines,  the  extent  of  passenger,  commuter  and  sub¬ 
sidized  oj)erations  and  other  data  to  evaluate  the  Pre¬ 
liminary  and  Final  System  Plans. 

To  satisfy  all  these  potential  uses,  financial  state¬ 
ments  at  varying  levels  of  detail  were  devised.  The 
statements  fall  into  four  general  categories : 

•  Statements  of  Net  Income 

•  Statements  of  Financial  Condition  (Balance 
Sheets) 

•  Statements  of  Sources  and  Uses  of  Funds  and  Re¬ 
quired  Financing 

•  Supplemental  Financial  and  Statistical  Informa¬ 
tion 

Accounting  Policies 

ICC  railroad  accounting  principles  were  used  to  pre¬ 
pare  the  financial  projections  with  one  major  exception : 
the  ICC  method  of  accounting  for  rehabilitation  and 
maintenance-of-way  expense  was  “modifiexi”  to  better 
portray  the  complete  rehabilitation  of  the  basic  fa¬ 
cilities,  rather  than  their  mere  maintenance. 

Under  the  traditional  railroad  industry  method  re¬ 
ferred  to  as  “betterment  accounting”  most  of  the  re¬ 
habilitation  expenditures  for  road  assets  would  have 
to  be  expensed  in  the  years  they  are  incurred.  As  a 
result,  operating  income  in  these  years  would  be  re¬ 
corded  at  a  lower  level  than  warranted.  To  present  such 
extraordinary  charges  as  ordinary  expenses  would  mask 
reality  and  portray  ConRail’s  operating  results  on  an 
entirely  different  basis  from  other  railroads. 

Moreover,  if  the  cost  of  catching  up  with  years  of 
deferred  maintenance  were  to  be  charged  against  Con¬ 


Rail’s  initial  years  of  operation,  the  basic  accounting 
axiom  of  matching  one  period’s  revenues  Avith  the  costs 
of  producing  those  revenues  would  be  violated.  Since 
the  rehabilitation  program  is  expected  to  add  perma¬ 
nent  value  to  the  assets,  it  was  considered  far  more  rea¬ 
sonable  to  treat  the  costs  of  implementing  such  a  pro¬ 
gram  as  part  of  the  initial  cost  of  the  assets.  For  these 
reasons,  therefore,  a  modification  of  the  traditional 
method  of  accounting  for  rehabilitation  and  mainte¬ 
nance  of  way  expenditures  was  used. 

Application  of  the  “Modified  Betterment  Method” 
would  result  in  capitalizing  the  properties  initially  ac¬ 
quired  and  all  track  structure  rehabilitation  codts  as 
they  are  incurred  to  correct  the  deferred  maintenance 
problem.  All  other  expenditures  for  track  maintenance, 
those  arising  from  normal  business  operations,  would 
be  charged  to  current  operating  expenses  in  accordance 
with  “betterment  accounting”  regulations  prescribed 
by  the  I(X!.  Also,  in,  accordance  with  ICC  betterment 
accounting  regulations,  depreciation  would  be  taken  on 
road  assets  other  than  track  structures  while  no  de¬ 
preciation  would  be  taken  on  track  structures. 

The  Association  also  considered  using  the  deprecia¬ 
tion  method,  commonly  used  by  most  businesses,  to 
account  for  ConRail’s  extraordinary  rehabilitatimi  ex- 
I^enditures.  Under  this  method,  any  major  expenditure 
which  substantially  improves  an  asset  or  increases  an 
asset’s  life  is  capitalized  and  subsequently  written  off  or 
depreciated  over  the  life  of  the  improved  asset.  The 
method  is  designed  to  spread  the  costs  of  achieving  the 
benefits  over  the  length  of  time  the  benefits  are  received. 

The  Association’s  present  position  is  that  the  depre¬ 
ciation  method  was  not  entirely  appropriate  in  Con¬ 
Rail’s  case.  Use  of  the  depreciation  method  resulted  in 
the  capitalization  of  costs  normally  accounted  for  as 
expenses,  thus  distorting  the  earnings  of  ConRail  by 
raising  earnings  in  the  initial  years  and  lowering  them 
in  subsequent  years  beyond  the  10-year  planning  hori¬ 
zon.  The  effects  each  of  the  three  methods  would  have  on 
net  income  and  the  road  property  accounts  are  shown 
in  Figure  1. 

Pro  Forma  Financial  Data  Bank  and  Financial 
Model 

The  task  of  assimilating  historical  and  projected  data 
needed  to  generate  the  pro  formas  was  naturally  a  com¬ 
plex  one.  To  assure  that  proper  records  were  main¬ 
tained  and  to  facilitate  access  to  these  data,  computer¬ 
ized  data  banks  were  created.  The  financial  information 
is  Stored  by  financial  statement  account  number. 

All  data  not  geographically  important,  such  as  car 
hire  data,  is  put  in  files  by  ICC  account  numbers.  Geo¬ 
graphically  important  data  such  as  the  rehabOitation 
cost  for  a  specific  section  of  track  or  the  asset  value  of 
a  passenger  terminal,  is  filed  in  another  computerized 
information  storage  system. 
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FIGURE  1 

CON  RAIL  NET  INCOME 
(1973  DCXLARS  -UNtNFLATED) 


1976  1977  1978  1979  1980  1981  1982  1983  1984  1985 
YEAR 


The  financial  model  was  designed  to  generate  pro 
forma  statements  for  the  various  system  designs  and 
financing  options  considered  by  the  Association  in  its 
planning  process.  The  model  uses  data  from  the  two 
data  banks,  making  arithmetic  calculations  and  pro¬ 
jects  the  results  directly  in  pro  forma  statement  format. 
/ 

Developing  the  Pro  Forma  Projections 

The  conceptual  process  by  which  the  pro  formas  were 
developed  was  as  follows :  First,  projections  were  devel¬ 
oped  of  the  annual  capital  expenditures  needed  by  Con- 
Rail  to  ctMnplete  its  rehabilitation  and  equipment  acqui¬ 
sition  programs.  Second,  annual  projections  of  Con- 
Rail’s  .operating  income  and  cash  available  for  fixed 
charges  were  developed.  Third,  the  annual  difference 
between  internally  generated  cash  and  ConRail’s  total 
financing  requirements  was  calculated. 

To  avoid  the  circular  problem  of  needing  to  know 
a  firm’s  capital  structure  in  order  to  project  its  net  in- 
cc«ne  and  vice  versa,  it  was  assumed  that  federally 
guaranteed  debt  would  be  used  to  finance  this  entire 
shortfall.  Second,  since  neither  the  value  of  the  prop¬ 
erty  to  be  acquired  nor  the  mix  of  securities  to  be  ex¬ 


changed  would  be  known  until  a  later  date,  no  asset 
values  were  established. 

Although  the  Act  mentions  a  limit  of  $1  billion  on 
the  amount  of  USRA  obligations  which  can  be  pro¬ 
vided,  this  first  assumption  was  made  because  it  is  un¬ 
likely  that  ConRail  will  attract  additional  capital,  if 
needed,  from  the  private  markets.  The  assumption  was 
only  a  working  one,  however,  and  the  Association  rec¬ 
ognizes  that  federally  supported  debt  is  not  the  only 
way  to  meet  this  shortfall. 

Essentially,  the  process  was  designed  to  answer  three- 
questions  : 

•  What  would  be  ConRail’s  operating  income  over 
time? 

•  What  level  of  external  financing  would  be  required 
to  enable  ConRail  to  become  self-sufficient  ? 

•  Are  the  Act’s  financing  provisions  adequate  to  ac¬ 
complish  the  rehabilitation  program  and  reorgani¬ 
zation  of  the  bankrupt  railroads  ? 

To  emphasize  the  degree  to  which  reorganization  and 
rehabilitation  of  the  bankrupt  railroads  could  improve 
their  financial  performance,  the  pro  forma  income  pro¬ 
jections  for  the  Preliminary  System  Plan  are  expressed 
in  constant  1973  dollars.  The  Association  recognizes, 
however,  that  the  levels  of  inflation  the  country  is  now 
experiencing  could  significantly  change  these  projec¬ 
tions.  To  demonstrate  the  potential  impact  of  inflation 
on  ConRail’s  financial  shortfall,  the  Association  also 
prepared  a  preliminary  set  of  inflated  pro  forma  bal¬ 
ance  sheets.  A  discussion  of  the  results  of  these  pro¬ 
jections  appears  earlier  in  this  chapter. 

Derivation  of  Operating  Income 

The  following  procedure  was  used  to  develop  an¬ 
nual  estimates  of  Net  Railway  Operating  Income 
(NROI)  for  ConRail. 

Freight  revenues  were  developed  from  a  forecast  of 
ConRail’s  potential  annual  revenue  and  tonnage  over 
the  planning  period  by  Temple,  Barker  &  Sloane,  Inc. 
(TBS).®  This  forecast  was  adjusted  to  reflect  recent 
changes  in  the  economy  that  have  a  long-term  impact 
on  the  timing  of  economic  growth.  The  pro  forma 
projections  encompass  these  changes.  See  the  Marketing 
Chapter  for  freight  revenues  and  tonnage  forecasts  by 
commodity. 

Passenger  revenues  reflect  the  level  of  fares  collected 
by  the  carriers  in  1973.  Included  in  Other  Revenues  is 
the  level  of  subsidy  required  to  make  ConRail  break 
even  on  passenger  service  and  the  actual  1973  Amtrak 
reimbursements  and  the  regional  commuter  contract 
subsidies. 

...  *  Hi  Aw  ■  II) 

«  wnsultant  .firm  working  .under  contract  to  USRA.  Tbe  Temple, 
Barker  A  Sloane  projections  were  based  on  a  forecast  made  by  Cbase 
Econometric  Associates  In  June,  1974. 
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These  overall  revenue  projections  were  then  further 
adjusted  by  USRA  stalf  to  incorporate:  (a)  the  as¬ 
sumption  that  rate  increases  would  be  granted  where 
needed  to  recover  losses  on  traffic  which  is  currently 
unremunerative;  (b)  the  assumption  that  ConRail 
would  be  reimbursed  for  all  passenger  losses  on  a  fully 
allocated  cost  basis;  (c)  the  assumption  that  the  losses 
incurred  as  a  result  of  opeiuting  branch  lines  desig¬ 
nated  for  abandonment  would  be  reimbursed  in  1976 
and  1977  and  (d)  estimated  shifts  in  traffic  brought  on 
by  the  new  configuration  of  ConRail.  The  end  result  of 
this  process  was  the  projection  of  annual  revenue  figures 
for  ConRail  from  1976  through  1985. 

With  respect  to  freight  expenses,  a  network  model 
was  used  as  a  starting  point  to  develop  expenses.  All 
exi)enses  were  at  the  ICC  account  level.  The  1972  ex¬ 
penses  were  then  indexed  to  1973  price  levels  to  make 
them  comparable  with  1973  revenues.  Annual  expenses 
for  1985  were  derived  by  modifying  the  1973  expense 
levels  to  reflect  the  TBS  tonnage  forecasts  that  year. 

Each. ICC  expense  account  was  then  adjusted  to  re¬ 
flect  the  impact  of  anticipated  organizational  and 
"merger  effects.  Implicit  in  this  analysis  was  the  sequenc¬ 
ing  of  these  changes  and  the  extent  to  which  they  would 
affect  operating  savings.  A  concurrent  step  was  to  esti¬ 
mate  the  amount  by  which  operating  exx)enses  for 
freight  could  be  reduced  through  plant  rehabilitation 
or  upgrading. 

Working  from  field  analysis,  USRA  staff  estimated 
the  total  and  annual  cost  adjustments  in  transporta¬ 
tion  and  maintenance  expense,  car  and  locomotive  hire 
and  other  operating  expenses  expected  from  the  re¬ 
habilitation  of  road  and  structure  and  equipment.  The 
time  required  to  complete  the  rehabilitation  program 
was  also  estimated.  All  rehabilitation  and  upgrading 
expenditures  were  in  1973  dollars. 

Passenger  service  expenses  are  included  in  the  pro 
forma  projections.  They  reflect  ConRail’s  estimated  cost 
of  maintaining  the  1973  service  levels  of  regional  com¬ 
muter  lines  and  Amtrak’s  intercity  operations  over 
the  planning  period. 

Finally,  each  option’s  annual  expense  projections 
were  subtracted  from  the  corresponding  annual  revenue 
projectipns  to  obtain  annual  net  railway  operating  in¬ 
come  for  each  alternative. 

Derivation  of  tho  Balance  Sheet 

Once  the  amount  of  USRA  funding  needed  by  Con¬ 
Rail  to  equalize  the  shortfall  between  internally  gen¬ 
erated  funds  and  its  total  financing  requirements  was 
determined,  it  was  possible  to  construct  balance  sheets. 
The  more  significant  items  within  the  balance  sheets 
were  derived  as  follows : 

Cash  was  arbitrarily  set  at  $100  million  for  planning 
purposes,  and  to  utilize  the  model’s  automatic  financing 
program  to  calculate  the  amount  of  USRA  money  Con¬ 


Rail  needs.  This  assumption  does  not  mean  that  the 
railroad  will  have  only  $100  million  of  cash  in  the  bank, 
but  that  a  revolving  government  loan  commitment  may 
serve  as  a  substitute  for  working  cash. 

Operating  Properties  (land,  road  and  facilities, 
and  transportation  equipment)  represent '  the  dollar 
value  of  the  railroad’s  investment  in  land,  road,  and 
equipment  held  for  use  as  transportation  property  at 
the  datcf  of  the  balance  sheet.  New  property  additions 
are  valued  at  their  estimated  purchase  cost. 

Since  ConRail  has  not  yet  purchased  any  assets,  nor 
has  the  Association  determined  the  value  of  the  assets 
to  be  conveyed  to  ConRail,  the  property  values  of  assets 
acquired  from  existing  bankrupt  railroads  are  not  re¬ 
flected  in  the  Preliminary  System  Plan’s  financial  pro¬ 
jections  with  one  exception.  Assets,  such  as  equipment, 
which  will  not  be  transferred  to  ConRail  free  of  liens 
are  reflected  on  the  financial  projections  at  the  net  par 
value  of  the  associated  debt  scheduled  to  be  assumed 
by  ConRail. 

The  asset  valuations  in  the  Final  System  Plan  finan¬ 
cial  projections  will  differ  from  those  in  the  financial 
projections  shown  here  because  assets  collateralizing 
debt  may  be  worth  more  or  less  than  their  associated 
debt,  and  because  many  assets  are  not  presently  in¬ 
cluded  in  the  financial  projections. 

However,  since  most  of  the  assets  to  be  conveyed  to 
ConRail  are  nondepreciable,  the  value  of  the  properties 
will  have  no  material  effect  on  the  income  statement. 
Thus,  no  values  were  assigned  to  properties. 

The  amount  of  new  equipment  anticipated  to  be  pur¬ 
chased  hy  ConRail  was  added  to  these  accounts  to  de¬ 
rive  each  subsequent  year’s  balance  sheet.  The  capita¬ 
lized  portion  of  annual  road  and  property  improve¬ 
ments  was  also  added  to  property  accounts. 

Current  Portion  of  Long-term  Deht  represents  the 
projected  amounts  of  equipment  notes  and  federal  notes 
scheduled  for  repayment  during  the  following  year. 

Equipment  Debt  account  reflects  the  amount  of  new 
equipment  obligations  plus  the  existing  level  of  out¬ 
standing  debt  on  equipment  originally  purchased  by 
the  bankrupt  estates  and  scheduled  to  be  trai^ferred  to 
ConRail.  This  debt  has  been  reduced  for  amounts  which 
fall  due  within  the  next  year. 

The  amount  of  new  equipment  debt  equals  80  per¬ 
cent  of  the  amount  of  annual  new  equipment  purchas¬ 
ing  anticipated  for  the  years  1980  through  1985  in  ac¬ 
cordance  with  traditional  equipment  financing  arrange¬ 
ments.  Equipment  forecasted  to  be  purchased  during 
the  first  2  years  of  operations  will  be  financed  with 
federal  notes  since  the  new  railroad  may  not  be  able  to 
attract  private  capital  at  reasonable  interest  rates.  The 
level  of  new  equipment  debt  for  the  third  and  fourth 
years  of  operations  was  assumed  to  be  equal  to  50  per¬ 
cent  of  the  purchase  price  of  equipment  acquired  in 
those  years. 
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Principal  payments  on  equipment  debt  acquired  from 
private  capital  markets  were  calculated  on  the  assump¬ 
tion  that  the  debt  would  require  15  equal  annual  repay¬ 
ments  commencing  on  July  1  of  the  year  after  the  year 
that  the  debt  is  issued.  Average  annual  interest  rates 
for  the  new  equipment  debt  obtained  from  the  private 
capital  markets  were  projected  by  Chase  Econometric 
Associates  and  range  from  9.9  percent  in  1978  to ‘7.9 
l)ercent  in  1985. 

F ederal  Notes  represents  debt  carrying  a  government 
guarantee.  The  amount  borrowed  in  any  year  equals 
the  amount  of  money  needed  to  equalize  each  year’s 
sources  and  uses  of  funds,  including  the  interest  and 
principal  needed  to  service  that  debt. 

The  federal  debt  was  assumed  to  be  in  the  form  of  30 
year  serial  bonds  requiring  principal  payments  in  “30 
equal  annual  installments  commencing  on  July  1  of  the 
year  after  the  year  that  the  bonds  are  issued.  The  por¬ 
tion  of  the  federal  debt  due  within  one  year  is  shown  as 
a  current  liability.  Average  annual  interest  rates  on 
this  debt  were  also  projected  by  Chase  Econometric  As¬ 
sociates  and  vary  from  7.3  liercent  in  1976  to  7.9  percent 
in  1985. 

Xo  provisions  were  made  to  retire  long-term  debt  be¬ 
fore  it  is  due  as  excess  cash  became  available.  To  deter¬ 
mine  the  precise  level  of  required  financing  in  a  given 
year,  one  should  reduce  long-term  debt  by  the  amount 


of  miy  temporary  cash  investments  available  in  that 
year.  Since  interest  earned  on  temporary  cash  invest¬ 
ments  was  assumed  to  equal  interest  rates  <mi  federal 
debt,  debt  repayments  over  30  years,  even  with  growing 
temporary  cash  investments,  do  not  distort  income 
projected. 

Egxaiy  consists  of  the  amount  contributed  by  the 
shareholders  and  retained  earnings.  The  valuation  of 
assets  acquired  from  the  bankrupt  railroads  is  required 
before  the  shareholders’  accounts  may  be  valued.  (See 
the  Valuation  Process.)  Retained  earnings  consists  of 
tbe  accumulation  of  each  year’s  annual  net  income  and 
is  net  of  early  year’s  deficits.  No  extraordinary  items 
nor  dividends  were  charged  to  retained  eAmings.  Also, 
as  stated  earlier,  accumulated  earnings  are  shown  cm  a 
pre-tax  basis  in  retained  income. 

Accounts  Receivable,  Materials  and  Supplies,  Special 
Funds,  Other  Current  Assets,  Other  Non-Current  As¬ 
sets,  Accoimts  and  Wages  Payable,  Other  Current 
Liabilities,  Total  N on-Cu/rrent  Reserves  and  Other 
Non-Current  Liabilities  bear  relationships  to  specific 
elements  of  income  or  expense  and  are  calculated  accord¬ 
ingly.  The  percentages  applied  were  based  upon  analysis 
of  prior  experience  of  the  consolidated  results  of  the 
bankrupt  carriers,  where  appropriate,  and  in  other  in¬ 
stances  by  analysis  and  application  of  experience  fac¬ 
tors  of  all  three  geographic  districts  and  all  Class  I  rail¬ 
roads  as  a  whole. 


THE  VALUATION  PROCESS 


The  Association  has  two  valuation  tasks  under  the 
Act:  first,  to  properties  acquired,  and  second,  to  value 
the  securities  and  other  benefits  accruing  to  the  estates. 

The  Act  requires  that  the  exchange  of  rail  properties 
for  ConRail  securities  and  other  benefits  be  “in  the  pub¬ 
lic  interest”  and  “fair  and  equitable  to  the  estates  of 
each  railroad  in  reorganization  in  accordance  with  the 
standards  of  fairness  and  equity  applicable  to  the  ap¬ 
proval  of  a  plan  of  reorganization  or  a  step  in  such  plan 
under  Section  77  of  the  Bankruptcy  Act.”  (Section 
303(c)  (A).) 

The  valuation  process  will  concentrate  on  these  two 
methods:  (a)  capitalization  of  earnings  and  (b)  net 
liquidation  value.  It  is  the  opinion  of  the  Association 
that  these  two  methods  are  the  most  suitable  for  the 
valuation  of  the  rail  properties  subject  to  tjhe  Act. 

Asset  valuation  based  on  capitalization  of  the  pro¬ 
jected  earnings  of  the  reorganized  entity  is  established 
as  the  primary  method  of  valuation  by  Section  77(e)  of 
the  Bankruptcy  Act: 

The  value  of  pr(H)erty  used  in  railroad  operations  shall 
be  determined  on  a  basis  whirti  wiil  give  due  considera¬ 
tion  to  the  earning  power  of  the  property,  past,  present. 


and  prospective,  and  all  other  relevant  facts.  In  determin¬ 
ing  such  value  only  such  effect  shall  be  given  to  tjie  pres¬ 
ent  cost  of  reproduction  new  and  less  depreciation  and 
original  cost  of  the  property,  and  the  actual  investment 
therein,  as  may  t)e  required  under  the  law  of  the  land,  in 
light  of  its  earning  power  and  all  other  relevant  facts. 

Given  the  explicit  mandate  of  Section  77(e)  and  the 
court  decisions  which  have  construed  it,  capitalization 
of  the  earning  power  of  the  reorganized  entity  must  be 
stressed. 

Net  liquidation  value  will  also  be  developed  for  the 
assets  of  the  estates.  It  represents  the  maximum  value 
the  estates  would  obtain  if  the  assets  were  actually 
liquidated  rather  than  reorganized  as  provided  in  the 
Act. 

On  the  basis  of  the  conclusion  that  the  Association’s 
principal  approaches  to  valuation  will  be  capitalization 
of  earnings  and  net  liquidation,  a  series  of  work  pro¬ 
grams  within  the  framework  of  the  valuation  process 
have  been  developed.  These  are  designed  to  provide  the 
valuation  data  ne^ed  to  prepare  the  Final  System  Plan 
and  to  document  it  before  Congress  and  the  Courts. 

The  valuation  program  being  undertaken  by  the  As¬ 
sociation  is  designed  to  accomplish  five  major  objectives : 
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•  To  establish  an  accurate  inventory  of  properties  of 
each  railroad  in  reorganization. 

•  To  establish  a  value  for  the  properties  transferred 
or  conveyed  in  the  context  of  the  two  primary 
methods  of  valuation: 

Capitalization  of  earnings  value,  and 
Net  liquidation  value. 

•  To  establish  values  for  the  securities  and  benefits 
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provided  in  exchange  for  the  properties  transferred 
or  conveyed. 

•  To  establish  that  the  value  of  the  securities,  and 
benefits  provided  for  the  properties  transferred, 
represent  a  fair  and  equitable  exchange  when 
measured  against  the  standards  set  forth  in  the  Act. 

•  To  establish  the  manner  by  which  properties  now 
operated  under  leased  line  agreements  should  be 
transferred. 
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15 _ _ 

Financial  Programs  Under  the  Act 

The  Regional  Rail  Reorganization  Act  of  1973  establishes  six 
financial  programs  to  assist  in  the  restructuring  process  of  the  bankrupt 
railroads  in  the  Region.  The  programs  were  designed  to  provide  funds 
for  continued  rail  service  and  physical  plant  improvement  prior  to  the 
Final  System  Plan  and  to  improve  ConRail  performance  during  its 
early  years. 

Three  programs  provide  funds  to  enable  the  bankrupt  carriers  to 
maintain  safety  and  service  as  well  as  aiding  ConRail,  other  railroads 
and  state  and  local  authorities  in  acquiring  and  modernizing  properties 
they  choose  to  operate. 

Two  programs  involving  matching  federal  loans  or  grants  would 
assist  in  maintaining  essential  service  over  track  in  the  Region  not 
included  in  the  Final  System  Plan. 

Another  program  creates  a  mechanism  for  providing  benefits  to 
protected  railroad  employees  who  are  displaced,  transferred  or  put  out 
of  work  as  a  result  of  the  reorganization  process. 
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The  Regional  Rail  Reorganization  Act  established 
six  financial  programs  to  assist  the  freight  rail  system 
of  the  Northeast  and  Midwest.  These  programs  provide 
both  permanent  financing  and  funds  for  interim  pro¬ 
grams.  They  are  to  be  administered  by  the  United  States 
Railway  Association  (USRA),  the  Department  of 
Transportation  (DOT),  the  Interstate  Commerce  Com¬ 
mission  (ICC)  and  the  Railroad  Retirement  Board. 
The  financial  programs  available  under  the  Act  are  the 
subject  of  this  chapter. 

Sections  210  and  211 

Sections  210  and  211  of  the  Act  authorize  the  Asso¬ 
ciation  to  make  loans  to : 

•  Con  Rail  (the  Corporation),  Amtrak  and  other 
railroads  for  purposes  of  implementing  the  Final 
System  Plan,’ 

•  State,  local  or  regional  authorities  to  assist  in  ac¬ 
quiring  or  modernizing  rail  lines  they  elect  to  op¬ 
erate  and 

•  Those  solvent  railroads  whose  lines  connect  with 
the  railroads  in  reorganization  and  are  in  “need 
of  financial  assistance  to  avoid  reorganization  pro¬ 
ceedings  under  Section  77  of  the  Bankruptcy  Act.’* 

Outstanding  obligations  at  any  one  time  cannot  ex¬ 
ceed  $1.5  billion,  of  which  not  more  than  $1  billion  can 
be  loaned  to  ConRail.  At  lea^  half  of  this  $1  billion 
must  be  spent  on  rehabilitation  and  modernization  of 
properties  designated  to  be  a  part  of  the  ConRail 
System. 

The  intent  of  Congress,  stated  in  the  Act,  is  that  these 
loans  “be  made  on  terms  and  conditions  which  furnish 
reasonable  assurance  that  the  Corporation  or  the  rail¬ 
roads  to  which  such  loans  are  granted  will  be  able  to 
repay  them  within  the  time  fixed  and  that  the  goals  of 
the  final  system  plan  are  reasonably  likely  to  be 
achieved”  (Section  211(f)). 

There  is  a  much  greater  demand  for  funds,  given 
the  needs  of  the  various  eligible  recipients  and  the  mul¬ 
tiple  uses  for  such  loans,  than  can  be  satisfied  with  the 
present  limitations  on  lending  authority.  A  careful  or¬ 
dering  of  priorities  is  required  to  make  certain  that  the 
basic  purposes  of  the  Act  are  met  in  granting  the  loans. 
The  Association  has  developed  an  analj^ical  process  for 
the  allocation  of  the  resources  available  to  the  several 
categories  of  loans  and  for  specific  uses  within  those 
categories. 

Procedures  governing  loan  applications  have  been 
published  as  Title  49,  Chapter  IX,  Part  921  of  the  U.S. 
Code  of  Federal  Regulations.  To  date,  two  such  applica¬ 
tions  have  been  received.  The  Missouri-Kansas-Texas 
Railroad  Company  (KATY)  has  requested  a  $21  mil- 


*  Ameiiilments  have  bwn  proposed  to  Section  211  which,  if  enacted, 
would  broaden  the  authorisation  to  permit  loans  “for  purpose  of 
achieving  the  goals  of  the  Act” 


lion  loan  and  the  Chicago  Rock  Island  &  Pacific  Rail¬ 
road  (Rock  Island)  has  requested  a  $100  million  loan. 

The  KA'I'Y  request  is  currently  under  review.  The 
Rock  Island  has  been  offered  a  secured  $9.1  million  loan 
to  meet  its  working  capital  requirements  from  railroads 
which  CAinnect  with  railroads  in  the  Region. 

Section  213 

Section  213  of  the  Act  authorizes  the  Secretary  of 
Transportation  to  provide  up  to  $85  million  in  emer¬ 
gency  assistance  to  railroads  in  reorganization  pending 
implementation  of  the  Final  System  Plan.  As  stated  in 
thd  Act,  the  Secretarj'  is  authorized  to  “pay  to  the  trust¬ 
ees  of  railroads  in  reorganizaation  such  sums  as  are  nec¬ 
essary  for  the  continued  provision  of  essential  trans¬ 
portation  services  by  such  railroads.  Such  payments 
shall  be  made  by  the  Secretary  upon  such  reasonable 
terms  and  conditions  as  the  Secretary  establishes,  ex¬ 
cept  that  recipients  must  agree  to  maintain  and  provide 
service  at  a  level  no  less  than  that  in  effect  on  the  date 
of  enactment  of  this  Act.” 

Although  the  Association  has  no  statutory  responsi¬ 
bility  for  such  grants,  it  is  working  closely  with  the 
Department  of  Transportation  in  determination  of  the 
need  for  the  continuing  services  and  the  need  of  the 
carrier  for  the  assistance.  All  of  the  $85  million  of  au¬ 
thorized  funds  has  been  appropriated,  and  the  Secre¬ 
tary'  to  date  has  committed  grants  totaling  $81.5  million. 

Five  railroads  in  reorganization  have  received  Sec¬ 
tion  213  commitments  to  enable  them  to  continue  essen¬ 
tial  services:  Penn  Central  has  received  $62.5  million; 
Central  of  New  Jersey  has  received  $12.2  million;  the 
Lehigh  &  Hudson  River  has  receivexi  $341,000;  the  Le¬ 
high  Valley  has  received  $5.0  million;  and  the  Ann  Ar¬ 
bor  $1.4  million  (Table  1) . 

Under  the  proposed  amendment,  the  funding  avail¬ 
able  under  Section  213  would  be  increased  significantly 
above  the  current  level  of  $85  million. 

Table  1. — Obligation*  and  outlays  under  Section  213,  Regional 
Rail  Reorganization  Act  of  1973 

(Status  as  of  February  6, 1075) 


Total  funds  authorised _  $85,000,000.00 

Total  funds  appropriated _ _ _ _  85, 000, 000. 00 

Total  funds  obllgated/commltted _  81, 454, 008. 42 

Balance  of  appropriated  funds  available  for  obligation _ _  3, 805, 996. 58 

Total  outlays  against  obligations _ _  78,371,272.42 


Obligations 

Outlays 

Available  for 
drawdowns 

PC 

$62,518,008.42 

12,245,000.00 

5,000,000.00 

$62,518,008.42 

0 

CVJ  _ 

9,853,000.00 

>$2,892,000.00 

IW  _ 

5,000,000.00 

0 

AA  _  _ 

1,850,000.00 

341,000.00 

1,200,000.00 

150,000.00 

lAtHR  .  _  _ 

200,269.00 

140,781.00 

Total _ _ 

81,454,008.42 

78,271,272,42 

8,182.731.00 

>  Includes  $75,000  in  “trust”  account  for  rehabilitation  of  terminal  area. 
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Section  215 

Under  Section  215  of  the  Act,  funds  are  available  to 
advance  the  pi*ocess  of  rehabilitating  the  physical 
plants  of  the  banknipt  carriers  during  the  planning 
process  and  before  ConRail  starts  operations.  Section 
215  presently  authorizes  interim  assistance  of  up  to  $150 
million,  although  an  amendment  to  the  Act  has  been 
proposed  in  the  Congress  to  raise  the  total  to  $300 
million.  The  Secretary  of  Transportation  is  authorized 
by  Section  215,  with  the  approval  of  the  Association,  to 
enter  into  agreements  with  railroads  in  reorganization 
for  the  acquisition,  maintenance  or  improvement  of 
bankrupt  carriers’  facilities  and  equipment  which  will 
be  acquired  by  ConRail. 

Under  the  present  language  of  Section  215  of  the 
Act,  the  Association  provides  the  necessary  financing 
through  the  issuance  of  obligations  which  ConRail  is 
required  to  assume  at  the  time  of  conveyance  of  prop¬ 
erties  from  the  bankrupts  to  ConRail.  The  assistance  is 
limited  to  improvements  in  properties  that  will  be  in 
the  Final  System  Plan.  This  assistance  must  be  pro¬ 
vided  in  such  a  manner  that  ConRail,  in  eventually  ac¬ 
quiring  the  property,  will  not  be  required  to  pay  for 
that  portion  of  the  value  of  the  properties  attributable 
to  the  improvements  financed  through  Section  215. 

The  proposed  legislation  contains  an  amendment  to 
the  Act  which  would  also  allow  the  Secretary,  with 
the  approval  of  the  Association,  to  finance  program 
maintenance,  to  acquire  rail  properties  of  the  bank¬ 
rupts  for  lease  back  to  the  railroads,  to  acquire  interests 
in  rail  properties  owned  or  leased  to  such  railroads  and 
to  purchase  money  obligations  of  the  bankrupts. 

The  Association  has  been  working  with  the  eligible 
railroads  to  establish  priorities  for  use  of  the  Section  215 
funds.  Recognizing  that  ConRail  will  assume  most  of 
these  obligations,  priority  is  being  given  to  expenditures 
that  will  maximize  the  future  performance  of  ConRail. 
The  Association,  with  the  approval  of  the  Secretary,  will 
designate  in  the  Final  System  Plan  those  obligations 
which  will  be  refinanced  on  different  terms  and  from 
those  obligations,  if  any,  from  which  the  Corporation 
shall  be  released. 

Expenditures  will  go  to  assure  the  continuity  of  serv¬ 
ice,  improve  track  or  facility  standards,  reduce  current 
losses  of  the  bankrupt  carriers  and  permit  future  bene¬ 
fits  to  ConRail.  On  January  16,  1975,  the  Section  215 
capital  program  was  approved  by  the  Association 
(Table  2)  as  described  in  the  following  paragraphs: 

•  The  Association  approved  an  agreement  between 
DOT  and  the  trustees  of  the  Lehigh  Valley  Rail¬ 
road  to  acquire  12  new  2,250  horsepower  General 
Electric  diesel  electric  locomotives,  series  723B,  at 
a  cost  of  $3.4  million.  The  new  engines  replace  18 
aged  units  owned  by  the  company.  The  Association 
authorized  the  issuance  of  its  obligations  to  finance 


the  purchase  of  the  locomotives  which  were  de¬ 
livered  in  December  and  leased  to  the  Lehigh  Val¬ 
ley.  The  new  equipment  is  presently  owned  by 
ConRail  and  will  be  used  in  the  rail  system  estab¬ 
lished  under  the  Final  System  Plan. 

•  The  Central  of  New  Jersey  requested  $21.3  million 
for  locomotives,  freight  cars  and  track  rehabilita¬ 
tion.  The  Association  determined  that  only  rehabili¬ 
tation  in  the  terminal  and  port  area  could  be  con¬ 
sidered  as  definitely  in  the  Final  System  Plan,  and 
an  amount  of  $2.5  million  was  allocated.  The  imple¬ 
mentation  of  this  project  is  being  negotiated  as  a 
part  of  the  Association’s  track  rehabilitation  pro¬ 
gram  for  1975. 

•  The  original  application  from  the  Penn  Central 
totaled  $210  million  for  a  capital  expenditure  pro¬ 
gram,  which  was  envisioned  as  an  additive  pro¬ 
gram  to  the  Penn  Central’s  planned  program 
maintenance  and  capital  improvements.  However, 
due  to  the  downturn  in  the  economy,  the  cash  posi¬ 
tion  of  the  Penn  Central  deteriorated  to  a  point 
which  made  achievement  of  the  level  of  program 
maintenance  and  capital  improvement  from  the 
railroad’s  own  resources  highly  improbable. 

As  a  result,  the  Association,  DOT  and  the  Penn  Cen¬ 
tral  operating  staff  cooperated  in  reviewing  the  immedi¬ 
ate  needs  of  the  railroad  and  developing  a  two-phase 
program  aimed  at  retarding  the  deterioration  of  the 
physical  plant  and  improving  operations,  safety  and 
service. 

Phase  one  of  the  program  has  allocated  $119.1  million 
to  be  spent  on  the  Penn  Central  from  the  present  $150 
million  Section  215  authorization.  This  amount  is  di¬ 
vided  into  two  categories: 


Table  2. — Section  £15 — capital  program,  assuming  $300  million 
.  appropriation 


Items 

approved 

Items  sug¬ 
gested  for 
additional 
funding  with 
approval  at 
a  later  date 

Right-of-way  rehabilitation  material: 

Tie  (?  1  mflM"")  _ 

$29.0 

BaH  (s?  non  tnn«)  _  „ 

10.0 

2S.0 

70.0 

$05 

Capital  projects  and  yard  rehabilitation: 

«.l 

2.5 

Total  _  _ 

sfo 

2$ 

25.0 

$.4 

Equipment  obligations _ 

02 

TotaL . — 

isao 

150 
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— $70  million  for  material  required  to  carry  out  the 
Penn  Central’s  1975  programed  maintenance  and 
a  portion  of  the  program’s  labor  costs; 

— $49.1  million  for  capital  improvements  and  yard 
rehabilitation  projects. 

Also,  in  order  to  assure  the  railroad’s  capacity  and 
capability  for  programed  maintenance,  an  expenditure 
of  $25  million  has  been  authorized  for  the  purchase  of 
machinery  and  support  equipment. 

Phase  two  of  the  program  involves  the  proposed  $150 
million  increase  in  Section  215  authorization.  Of  the 
additional  funds,  $65  million  will  be  required  to  com¬ 
plete  the  programed  maintenance,  $23  million  for  com¬ 
pletion  of  the  capital  improvement  projects  and  $62 
million  to  meet  the  equipment  obligations  of  the  Penn 
Central. 

The  phase  two  program  has  been  designed  with  the 
flexibility  to  allow  its  completion  with  reduced  overall 
objectives  if  the  additional  Section  215  authorization 
fails  to  materialize. 

The  Reading  originally  applied  for  $44  million  to 
acquire  1,750  freight  cars  and  30  diesel  locomotives. 
Later,  the  Reading  was  able  to  arrange  its  own  financing 
for  the  locomotives  and  reduced  its  application  to  $36 
million  for  the  freight  cars.  The  Reading  is  also  nego- 
itating  to  arrange  its  own  financing  for  the  freight  cars. 

On  January  28, 1975,  the  Secretary  received  an  appli¬ 
cation  from  the  Reading  for  an  estimated  $5.7  million 
to  be  used  for  rehabilitation  of  the  railroads  fixed  plant. 
This  application  is  being  reviewed  by  the  Association 
as  a  possible  substitution  for  other  projects.  ' 

Sections  402  and  403 

Section  402  provides  up  to  $180  million  ($90  million  in 
each  of  2  years)  to  assist  the  Midwestern  and  North¬ 
eastern  states  in  operating  rail  services  over  properties 
that  will  not  be  included  in  the  Final  System  Plan,  but 
which  the  states  deem  necessary  in  order  to  prevent  un¬ 
employment,  energy  shortages  and  degradation  of  the 
environment.  Section  403  authorizes  loans  under  Sec¬ 
tion  211  to  assist  states  or  local  or  regional  transporta¬ 
tion  authorities  in  acquiring  and  modernizing  proper¬ 
ties  not  recommended  for  inclusion  in  the  Final  System 
Plan  but  required  for  continuation  of  local  services. 

Section  509 

Section  509  authorizes  an  aggregate  sum  of  $250  mil¬ 
lion  for  payment  of  l)enefits  to  protected  employees  of 
the  bankrupt  railroads  and  railroads  acquiring  prop¬ 
erties  under  the  Final  System  Plan.  ConRail,  USRA 
(where  applicable)  and  acquir^g  railroads,  as  the  case 
may  be,  are  responsible. for  the  actual  payment  of  all 
allowances,  expenses  and  costs  to  protected  employees. 
However,  protective  costs  provided  in  the  Act  are  sub¬ 
ject  to  reimbursements  by  the  Railroad  Retirement 


Board  from  a  separate  account  maintained  in  the 
Treasury  of  the  United  States. 

The  service  continuation  subsidies  (Section  402)  and 
employee  protection  benefits  (Section  509)  are  con¬ 
sidered  fn  other  parts  of  this  report  and  not  dealt  with 
in  this  chapter.  ’ 

Strategy  for  Use  of  Funds 

It  now  seems  likely  that  the  demand  for  funds  to 
support  upgrading  or  service  continuation  plans  will 
exceed  the  amount  of  funds  available  under  the  Act.  The 
Association  has  attempted,  therefore,  to  develop  priori¬ 
ties  and  criteria  for  committing  funds  under  the  cur¬ 
rent  funding  limitations  of  the  Act  as  well  as  to  project 
additional  funding  needs. 

Provisions  of  the  Act  allow  for  interim  and  perma¬ 
nent  financing  of  railroads  in  the  Region.  The  Asso¬ 
ciation  has  approached  both  the  interim  and  perma¬ 
nent  financing  from  two  viewpoints : 

•  Given  the  operational  needs  of  the  regional  rail 
system,  how  can  these  requirements  best  be 
funded?  Consideration  must  be  given  to  both  the 
private  and  public  capital  markets  through  utiliza¬ 
tion  of  the  Act’s  current  provisions  as  well  as  pos¬ 
sible  requirements  which  go  beyond  the  Act  and 
could  only  be  satisfied  by  additional  government 
support. 

•  Given  the  funds  available  under  the  Act  as  well  as 
from  private  sources,  how  can  these  monies 

,  best  be  allocated?  The  Association  is  applying 
customary  financial  criteria  to  these  issues,  while 
recognizing  its  obligation  to  consider  the  totality  of 
the  Act’s  objectives,  of  which  economic  viability  of 
the  restructured  rail  system  is  but  one.  Financial 
decisions  are  to  be  made  by  the  Association  both 
prior  to  conveyance  of  assets  to  ConRail  and  subse¬ 
quent  to  such  conveyance.  The  approach  to  each 
decision  will  differ  in  several  respects. 

Preconvayance  Projects 

Preeonveyance  funds  are  available  to  eligible  car¬ 
riers  under  Sections  211,  213  and  215  of  the  Act.  Selec¬ 
tion  of  preconveyance  projects  necessitates  compiling  a 
data  base  of  capital  expenditure  requests  from  field 
personnel  of  USRA,  Penn  Central,  the  other  railroads 
in  reorganization  and  certain  connecting  carriers. 

Most  of  the  expenditure  requests  of  the  railroads 
in  reorganization  were  previously  either  approved  or 
disapproved  by  trustees,  although  some  projects  appar¬ 
ently  never  were  considered  because  of  funding  limita¬ 
tions.  Of  those  approved,  some  were  to  be  funded 
internally,  while  others  were  to  be  submitted  to  USRA 
and  DOT  for  consideration  as  Section  215  projects. 

The  rationale  used  by  the  trustees  of  the  railroads  in 
reorganization  for  project  selection  was  reviewed  by 
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USRA.  The  Association  has  given  particular  consider¬ 
ation  to  the  compatibility  of  expenditure  requests  with 
the  requirements  of  the  Act  that  a  financially  self-sus¬ 
taining  rail  system  be  developed.  For  this  reason,  pro¬ 
jects  not  considered  by  the  railroads  in  reorganization 
due  to  lack  of  funds  are  now  being  reconsidered  from 
the  i^ersi^ective  of  ConRail  as  a  whole.  The  Association 
also  is  reconsidering  projects  that  were  disqualified  be¬ 
cause  the  payback  would  have  occurred  after  convey¬ 
ance. 

The  USRA  and  DOT  have  given  high  priority 
to  expenditures  that  will  improve  track  and  yard  condi¬ 
tions.  This  position  is  conditioned  upon  the  ability  of  the 
eligible  railroads  to  carry  out  programs  of  normal  main¬ 
tenance,  which  then  would  be  supplemented  by  Section 
211  or  215  funds.  The  USRA  preconveyance  analysis 
process  recognizes  the  high  priority  of  roadbed  re¬ 
habilitation,  while  not  ignoring  the  importance  of  rev¬ 
enue  equipment,  locomotives  and  yard  or  service 
improvements. 

n» 

Postconveyanc*  Projects 

The  Final  System  Plan  will  set  forth  the  planning 
guidelines  which  determined  the  capital  investment  pro¬ 
gram  of  ConRail.  The  basic  techniques  of  capital  budg¬ 
eting  analysis  will  be  applied  with  some  modification 
to  account  for  the  unique  nature  of  the  problem  at  hand. 
Projects  included  in  the  Preliminary  System  Plan  have 
been  selected  on  the  basis  of  financial  criteria  (when 


sufficient  quantifiable  data  were  available)  and  other  } 

economic,  operational  or  managerial  criteria.  The  finan-  | 

cial  evaluations  were  made  by  using  discounted  cash  | 

flow  rate-of- return  analysis. 

As  has  been  pointed  out  in  earlier  chapters,  a  signifi¬ 
cant  issue  is  the  availability  of  capital  to  meet  the  fund¬ 
ing  requirements.  Since  the  need  for  capital  exceeds 
authorized  resources,  provision  has  been  made  for  devel- 
oping  a  capital  investment  plan  that  will  prioritize  [ 
capital  needs  of  the  rehabilitated  system.  i 

The  approach  will  selectively  downgrade  the  overall 
level  of  rehabilitation  and  abandon  certain  projects  , 

completely.  At  the  present  time  USRA  is  developing  the 
ability  to  undertake  cost/benefit  analyses  on  line  reha-  i 

bilitation  as  a  part  of  network  rehabilitation.  This  work 
has  been  used  partially  for  inclusion  in  the  Preliminary 
System  Plan. 

An  analytical  tool  is  being  developed  for  establishing 
the  priority  system  for  capital  investment  loans  to  Con¬ 
Rail.  The  approach  will  be  to  develo'p  a  model  which  1 
will  divide  the  bankrupt  estates  into  subsections  of  road¬ 
way  and  evaluate  rehabilitation  costs  for  each  unit.  It  is 
possible  that  USRA  will  be  able  to  develop  techniques, 
employing  this  model,  by  which  the  cost  of  upgrading 
a  track  segment  to  various  levels  of  rehabilitation  can 
be  specified.  For  example,  in^)rovements  in  the  model 
might  enable  detenninations  of  the  cost  of  replacing  all 
the  track  on  a  given  segment  instead  of  replacing  only 
those  rails  in  the  worst  condition. 


217 


BB 


9551 


VOLUME  I -  PART  4 

Appendixes  A  through  I 


f 


9553 


APPENDIX  A 


Regional  Rail  Reorganization 
Act  of  1973 

Public  Law  93-236 
93rd  Congress,  H.  R.  9142 
January  2,  1974 

_ 67  STAT,  965 

To  authoriie  and  direct  the  maintenance  of  adequate  and  efficient  rail  serricea 
in  the  Midwest  and  Northeast  region  of  the  United  States,  and  for  other 
purposes. 

Be  it  enacted  by  the  Senate  and  Hoate  of  Remeeentative*  of  the 
United  States  of  America  in  Congreu  aatemhled.  That  this  Act,  Ragiorml  Rail 
divided  into  titles  and  sections  according  to  the  following  table  of  Reorganization 
contents,  may  be  cited  as  the  ‘^Regional  Mil  Reorganization  Act  of  1973. 

1973” 

TABLE  OF  CONTENTS 

TITLE  I— GENERAL  PROVISIONS 

Sec.  101.  Declaration  of  policy. 

Sec.  102.  DeAiiitiona. 

TITLE  II— UNITED  STATES  RAILWAY  ASSOCIATION 

Sec.  201.  Formation  and  structure. 

Sec.  202.  General  powers  and  duties  of  the  Association. 

Sec.  203.  Access  to  information. 

Sec.  204.  Report. 

Sec.  20C.  Rail  Serricea  Planning  Office. 

Sec.  206.  Final  system  plan. 

Sec.  207.  Adoption  of  final  system  plan. 

Sec.  206.  Reriew  by  Congress. 

Sec.  200.  Judicial  reriew. 

Sec.  210.  Obligations  of  the  Association. 

Sec.  211.  Loans. 

Sec.  212.  Records,  audit,  and  ezamination. 

Sec.  218.  Emergency  assistance  pending  implementation. 

Sec.  214.  Authorisation  for  appropriations. 

Sec.  215.  Maintenance  and  Improrement  of  plant 

TITLE  III— CONSOLIDATED  RAIL  CORI>ORATION 

Sec.  801.  Formation  and  structure. 

See.  802. 1’owers  and  dutiM  of  the  Corporation. 

Sec.  803.  Valuation  and  cwreyance  of  rail  properties. 

Sec.  304.  Termination  of  rail  serrice. 

TITLE  IV— LOCAL  RAIL  SERVICES 

Sec.  401.  Findings  and  purposes. 

Sec.  402.  Rail  serrice  continnation  subsidies. 

Sec.  403!  Acquisition  and  modernisation  loans. 

TITLE  V— EMPLOYEE  PROTECTION 

Sec.  001.  Definitions. 

Sec.  502.  Employment  offers. 

Sec.  508.  Assignment  of  work. 

Sec.  504.  Collectire-bargaining  agreements. 

Sec.  006.  Employee  protection. 

Sec.  506.  Contracting  ont 
Sec.  507.  Arbitration. 

Sec.  006.  Acquiring  railroads. 

Sec.  500.  Payment  of  benefits. 

TITLE  VI— MISCELLANEOUS  PROVISIONS 

Sec.  001.  RelatloiMhip  to  other  laars. 

Sec.  002.  Annual  eralnation  by  the  Secretary. 

Sec.  003.  Freight  rates  for  recyclables. 

Sec.  004.  Separability.  - 
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APPENDIX  B 

Financial  Condition  of 
the  Railroad  Industry 


The  financial  condition  of  the  carriers  to  be  consoli¬ 
dated  under  USRA  auspices  is  precarious.  Not  only  are 
the  carriers  bankrupt,  several  have  run  out  of  cash  and 
might  have  ceased  operations  without  interim  grants 
from  the  federal  government. 

Conditions' specific  to  the  Region  undoubtedly  have 
contributed  to  the  intensity  of  th^  financial  difficul¬ 
ties,  but  there  are  indications  that  railroad  financial  con¬ 
ditions  are  weak  across  the  industry.  Railroad  earnings 
have  been  considered  substandard  for  almost  all  the 
post-World  War  II  period.  Warnings  have  been  issued 
at  many  junctures  in  the  interim  concerning  the  pre¬ 
cariously  low  and  erratic  nature  of  earnings  for  such 
an  important  part  of  our  national  transportation  sys¬ 
tem.'  The  following  discussion  will  attempt  to  highlight 
the  current  financial  condition  of  the  U.S.  railroad  in¬ 
dustry  and  provide  comparative  historical  data  for  the 
bankrupt  candidates  for  consolidation  in  the  Region. 

No  single  measure  of  financial  condition  is  adequate 
to  delineate  and  assess  the  financial  condition  of  the 
railroads.  Railroad  accounts  are  highly  complex,  and 
several  basic  problems  must  be  recognized. 

First,  accounting  entries  are  not  always  matched  by 
rail  cash  transactions  and  often  are  subject  to  man- 

^For  example,  see  the  quite  current  passagee  on  pp.  228-229  In 
James  C.  Nelson,  Railroad  Traiuportation  and  Public  Policy  (Brookings, 
1909). 


agerial  discretion  as  to  timing  and  amount.  The  stand¬ 
ard  example  is  depreciation,  a  bookkeeping  entry  allow¬ 
able  as  an  expense  but  not  representing  cash  disburse¬ 
ment.  The  profits  reported  depend  on  the  amount  of 
depreciation  expenses  recorded,  and  the  funds  generated 
by  the  activities  of  firms,  commonly  termed  cash  flow, 
will  be  influenced  at  the  same  time. 

Second,  railroads  using  retirement  (betterment)  ac¬ 
counting  can  exercise  even  more  discretionary  control 
over  many  forms  of  reported  income,  since  retirement 
accounting  results  in  capital  account  adjustment  only 
in  the  year  in  which  the  property  is  retired  or  replaced.* 

Third,  railroads  have  substantial  non-transportation 
activities  and  investments  whose  income  has  been  used 
to  augment  transport  earnings.  Fourth,  aggregate  data 
may  be  misleading  since  they  are  comprised  of  many 
individual  railroads  of  widely  disparate  nature  which 
operate  in  geographic  regions  of  varying  economic 
makeup.  Finally,  extensive  interlocking  ownership  com¬ 
plicates  analysis  of  rail  accounts. 

The  size  of  the  Penn  Central’s  (PC)  financial  disaster 
alone  lias  strongly  influenced  industry  statistics.  For 
example,  ordinary  net  income  (after  fixed  charges)  for 
Class  I  railroads  in  1970  amounted  to  $226.6  million. 

•  Retirement  accounting  results  In  a  single  end-of-llfe  charge  rather 
than  annual  depredation  charges. 
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Penn  Central  alone  lost  $325.7  million,  or  more  than  the 
industry  profit.  The  financial  results  of  seven  bank¬ 
rupts  *  are  incorporated  into  the  Eastern  District  statis¬ 
tics  reported  by  the  ICC  for  30  Class  I  railroads,  and 
the  Eastern  District  diowed  a  deficit  of  $276.3  million 
on  1970  ordinary  net  income.* 

Net  Railway  Operating  Income 

An  indicator  of  the  return  or  profitability  from  rail¬ 
road  operations  alone  is  net  railway  operating  income 
(NROI),  which  is  measured  before  the  deduction 
of  fixed  charges  for  capital  and  excludes  income  from 
nonrail  activities.  Thus,  ignoring  “other”  sources  of 
income,  NROI  represents  flows  of  income  available  to 
reward  suppliers  of  transportation  capital.  The  level 
of  this  flow  can  be  influenced  by  whether  equipment  is 
leased  and  charged  as  an  operating  cost  or  purchased 
and  incurring  fixed  charges. 

Table  1  shows  NROI  for  railroads  of  Class  I  sum¬ 
marized  for  the  U.S.  and  the  Eastern  District.  The 
Eastern  District  is  subdivided  into  the  six  bankrupt 
Class  I  carriers  under  USRA  purview  as  of  January, 
1975  (inclusive  of  the  Erie  Lackawanna)  and  the 
“Other  Eastern”  Class  I  railroads. 

Class  I  railroads  as  a  group  show  a  distinct  decline 
in  NROI  over  the  postwar  era.  The  decline  in  NROI 
for  the  Eastern  District  railroads  has  bem  dramatic, 
falling  from  $439  million  in  1952  to  $38.6  million  in 

1972,  and  substantial  NROI  deficits  were  incurred  in 
1970  and  1971.  A  slight  recovery  to  $50.1  million  was 
experienced  in  1973,  and  the  first  nine  months  of  1974 
have  continued  the  upward  trend. 

Not  surprisingly,  the  USRA  bankrupt  carriers  as 
a  whole  and  the  PC  in  particular  have  recorded  deficits 
in  NROI  since  1967.  The  consolidated  bankrupt  car¬ 
riers  bottomed  out  in  1970  with  a  NROI  deficit  of  $256.2 
million,  of  which  $236.5  million  was  attributable  to 
the  PC,  and  in  1973  they  showed  a  deficit  of  $123.7 
million  with  PC  contributing  $92.7  million.  Thus,  in 

1973,  the  PC  was  responsible  for  about  75  percent  of 
the  net  operating  losses  for  the  USRA  bankrupts, 
though  all  showed  1973  deficits  on  NROI. 

There  are  three  reservations  regarding  the  NROI  fig¬ 
ures  which  merit  discussion.  First,  railroad  operations, 
particularly  in  the  east,  have  included  substantial  pas- 
^nger  service  in  years  past.  The  amount  of  the  pas¬ 
senger  service  deficit  has  been  much  disputed,  but  its 
existence  seems  unquestionable,  and  Amtrak’s  large 
deficits  are  confirmation.  The  decline  in  NROI,  how¬ 
ever,  would  not  be  eliminated  by  cutting  out  the  pas- 

*The  el^th,  the  Lehigh  k  Hudson  River  RaUroad  (LAHRR)  is  not 
Included  In  Class  I  statistics. 

*  For  a  more  complete  discussion,  see  Final  Report  of  the  Task  Force 
on  Railroad  Productivity,  Improving  Railroad  Productivity,  Chapter 
III ;  also,  U.S.  Senate,  Committee  on  Commerce,  The  Penn  Central  and 
Other  RaUroade,  (Dec.  19T2)  Special  Staff  Report  (92:2),  p.  235  ff. 
Figures  are  summarized  In  AAR,  Tearhook  on  Railroad  Facte,  1978. 


Table  1. — Net  raUway  operating  income  for  Claes  I  railroads  * 

I 

(In  millions  of  dollars] 


United  > 
StZtCB 

Eastern  District  railroads 

All 

Eastern 

USRA 
bankrupts  * 

Other 

Eastern 

1039 . 

L251.7 

684.6 

low . 

688.8 

381.1 

1947 . . . 

78a7 

8014 

1962 . 

1,078.2 

489.1 

1957 . 

022.8 

885.8 

1062 . 

725.7 

106.6 

1967 . 

676.4 

1716 

-16.2 

1008 

1966 . 

677.6 

189.7 

-614 

1011 

1969 . 

664.7 

118.7 

-69.2 

187.0 

1970 . 

486.9 

-10L6 

-256.2 

1516 

ion . 

606.5 

-82.8 

-1815 

152.2 

1972. . 

827.7 

88.6 

-141.6 

180.1 

1978 . 

840.8 

50.1 

-128.7 

178.8 

I  After  tales,  but  befote  ottier  income  or  fixed  charges. 

*  Exclndes  Amtrak. 

*  6  bankrupts,  inctudes  Erie  Lackawanna,  but  excludes  Lehigh  k  Hudson  River 
RR..  as  non-OasB  L 

Source:  Association  of  American  Railroads. 

senger  deficit,  according  to  most  estimates.  The  reversal 
of  the  downward  trend  in  recent  years  would  be  ex¬ 
pected,  as  Amtrak  assumed  most  of  the  financial  burden 
of  passenger  service  in  1971. 

Second,  the  Eastern  District  and  “Other  Eastern” 
figures  include  the  Long  Island  Railroad  (LIRR),  pri¬ 
marily  a  commuter  line.  In  1973,  the  LIRR  contributed 
a  deficit  of  about  $79  million  to  the  Eastern  District. 
Third,  operating  income  is  probably  an  overstatement 
of  railroad  earning  power  due  to  the  apparent  deteriora¬ 
tion  of  physical  plant  during  the  past  few  years  and 
the  rapid  inflation  in  replacement  costs. 

Rote  of  Return  on  Net  Investment 

The  relationship  of  net  railway  operating  income  to 
net  investment  in  transportation  property  is  representa¬ 
tive  of  the  rate  of  return  to  railroad  operations.  It  is 
shown  in  Table  2  for  the  same  subgrouping  of  railroads 
discussed  in  the  previous  section.  The  rate  of  return 
thus  defined  gives  a  clear  indication  of  the  problems  of 
the  railroad  indiistry :  it  has  been  historically  low  and 
declining. 

At  no  time  in  the  postwar  period  has  the  rate  of  re¬ 
turn  for  Class  I  railroads  in  the  U.S.  has  been  as  high  as 
5  percent,  and  the  rate  has  trended  downward  gradually 
from  1952  to  1972.  New  lows  have  been  set  in  each  suc¬ 
cessive  economic  downturn  and,  although  returns  have 
rebounded  over  the  past  3  years,  the  1973  rate  is  hardly 
attractive  in  terms  of  new  investment. 

Returns  on  transportation  investment  by  the  rail¬ 
roads  are  unquestionably  below  the  cost  of  raising  capi¬ 
tal  in  money  markets  and  are  substantially  below  the 
rates  which  could  be  earned  if  available  funds  were 
channeled  by  rail  management  into  certificates  of  de- 
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Table  2. — Rate  of  return  for  Class  I  railroads  > 


[In  millions  at  dollars] 


United  > 
States 

Eastom  District  railroads 

AU 

Eastern 

USRA 
bankrupts  * 

Other 

Eastern 

1930 . 

5.30 

0.08 

1999 . 

2.  SO 

3.14 

1947 . . . 

a44 

3.02 

1952 . 

4.10 

3.80 

1967„ . 

3.36 

A29 

1902 . 

2.74 

1.80 

1907 . 

2.40 

1.58 

-a  28 

8.57 

1908 . 

Z44 

1.27 

-.98 

3.56 

1909 . 

2.30 

1.10 

-1.29 

3.44 

1970. . . 

1.73 

-.98 

-4.80 

2.78 

1971 . 

2.47 

-.80 

-8.57 

Z74 

1972 . 

2.96 

.87 

-2.88 

3.25 

1978 . 

3.04 

.48 

-2.54 

3.16 

>  Net  railway  operating  Income  to  net  Investment  in  transportation  property— in¬ 
cluding  cash,  materials,  and  supplies. 

'  Excludes  Amtrak. 

<  fl  bankrupts,  includes  Erie  Lackawanna,  but  excludes  Lehigh  A  Hudson  River 
R.R.,  as  non-Class  1.  * 

Source;  Association  of  American  Railroads. 

posit  or  even  simple  savings  accounts.  The  rail  rates  are 
also  below  those  earned  by  almost  all  other  industrial 
sectors  in  the  econwny,  and  most  comparisons  of  finan¬ 
cial  performance  show  rail  near  the  bottom.®  Such  low 
rates  will  not  allow  recovery  of  invested  capital,  much 
less  attract  new  capital  required  for  continuation  and 
improvement  of  rail  operations. 

Eastern  District  returns  are  almost  uniformly  lower 
than  the  U.S.  average,  though  the  prosperous  past  of 
the  east  is  reflected  in  the  high  returns  prior  to  World 
War  II.  The  USRA  bankrupts  as  a  whole,  recording 
NROI  deficits  for  all  the  years  tabulated,  also  have 
shown  negative  rates  of  return,  which  sank  to  almost 
—  5  percent  in  1970  before  recovering  in  the  most  re¬ 
cent  years.  The  PC  is  responsible  for  most  of  the  deficit, 
but  all  six  railroads  considered  were  recording  negative 
rates  of  return.  The  remaining  Eastern  District  Class  I 
railroads  have  shown  moderate  stability  in  their  aver¬ 
age  rates  of  return  for  the  last  seven  years. 

The  very  long  accounting  lives  of  much  railroad 
equipment  cause  two  types  of  difficulty  in  evaluating 
rate  of  return.  First,  the  capital  investment  which  took 
place  twenty  or  more  years  ago  is  in  many  instances 
obsolete  due  to  changed  circumstances  in  goods  ship¬ 
ment  and  production  locations,  although  it  has  not  been 
fully  depreciated.  Thus,  the  amount  of  ongoing  invest¬ 
ment  in  transportation  facilities  which  is  still  useful 
would  be  less  than  that  stated  on  the  books. 

For  example,  passenger  equipment  which  was  sur¬ 
plus  or  damaged  beyond  serviceability  has  remained  on 
the  books  over  long  periods  of  time,  overstating  the  ac- 

•  See,  for  example,  “Monthly  Letter,’’  First  National  City  Bank  of 
New  York,  AprU,  1973,  as  displayed  In  Improving  Railroad  Productiv¬ 
ity,  p.  90. 


tual  “useful”  investment  in  place.®  However,  excessive 
capitalization  does  not  appear  to  be  a  problem,  since 
the  ICC  ordered  adequately  supported  adjustments  in 
book  value  in  1963,  and  more  than  85  percent  of  the 
gross  investment  on  the  books  is  new  gross  capital  ex¬ 
penditure  since  1947.^  Further,  a  convincing  offset  is 
the  understated  value  of  that  investment  which  is  “use¬ 
ful”  relative  to  its  replacement  cost  in  an  inflationary 
economy,  again,  emphasized  by  the  long  service  life  of 
rail  investment.  Replacement  or  reproduction  cost 
certainly  would  be  high  relative  to  historical  costs. 

One  attempt  to  account  for  these  problems,  especially 
the  latter,  has  assumed  that  gross  capital  expenditures 
represent  a  more  accurate  measure  than  depreciation  of 
the  capital  assets  consumed  in  the  industry.  Further 
assuming  that  investment  has  been  purely  to  maintain 
plant  since  1950,  capital  expenditures  charged  against 
cash  flow  based  on  NROI  (NROI  plus  depreciation) 
will  then  yield  true  operating  return  on  transport  invest¬ 
ment  (as  of  1950).  The  implied  rates  of  return  are  uni¬ 
formly  lower  when  this  adjustment  is  made,  with  no 
annual  rate  over  two  percent  since  1962,  and  very  little 
or  no  return  at  all  in  six  of  the  nine  years  from  1964  to 
1972.* 

Rail  and  Crosstie  Replacement  ^ 

The  low  rates  of  return  earned  on  transport  invest¬ 
ment  by  Class  I  railroads  resulted  in  a  sharp  downward 
trend  in  the  installation  of  rails  and  ties  from  the  1940’s 
into  the  early  1960’s.  Figures  1  and  2  compare  the  instal¬ 
lation  rates  for  rail  and  crossties  required  to  maintain 
the  rail  system  while  satisfying  assumed  life  cycles,  sixty 
years  for  rail  and  thirty-five  years  for  crossties.  The 
declining  rates  required  to  maintain  plant,  shown  in 
Figures  1  and  2,  reflect  continued  abandonment  at  a 
modest  rate  and  otherwise  are  premised  on  replacement 
needs  which  follow  a  straight  linear  proportion  of  exist¬ 
ing  plant.  There  are  some  reservations  about  even  this 
conservative  assumption  about  the  maintenance  of  the 
existing  rail  plant,  but  the  sharp  downward  trends  into 
the  early  1960’s  clearly  were  inadequate  to  maintain 
current  trackage. 

Rail  and  tie  replacement  rates  have  risen  moderately 
and  erratically  since  1961,  but  have  never  approached 
the  required  rates,  especially  for  rail.  The  rail-crosstie 
situation  may  be  worse  than  indicated  in  the  figures, 
since  there  has  been  a  gap  over  such  a  long  ♦'me  span, 
implying  an  older  than  average  plant  and  a  need  for 
more  than  normal  replacement  to  catch  up.  In  1970,  the 

•  Depredation  on  this  obsolete  passenger  equipment  was  being 
charged  as  a  solely  related  cost  of  current  passenger  service ;  see  Porter 
K.  Wheeler,  “Amtrak :  Economic  Aspects  of  Federal  Railroading,” 
Transportation  Research  Forum  Prooeedinos  (1972).  The  existence  of 
obsolete  Investment  could  Imply  that  capital  consumption  charged  to 
past  production  had  been  understated,  meaning  that  past  earnings 
were  In  fact  lower  still. 

» Improving  Railroad  Productivity,  Final  Report  of  the  Task  Force 
on  Railroad  Productivity,  p.  88. 

•  Ibid.,  pp.  94-97. 
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nowt  I 

MUS  OF  NEW  KAIL  INSTALLED 
VS. 

NOMIAL  NEOUIREMENTSOF 
SD  YEAR  UF€  CYCLE 
(THOUSANOS  OF  MLFSI 


Figufw  2 

NUMBER  Of  CROSSTIES  INSTALLED 
VS 

NORMAL  REQUIREMENTS  Of 
as- YEAR  LIFE  CYCLE 
BULLIONS  Of  CROSSTtES) 


ASTRO  Report  estimated  that  new  rail  would  have  to 
be  installed  at  three  times  the  average  actual  rate  dur¬ 
ing  the  1960’s  and  that  crossties  required  a  60  percent 
increase  to  meet  industry  standards  for  replacement.® 

Coverage  of  Fixed  Charges 

The  ultimate  financial  integrity  of  any  firm  vests  on 
its  ability  to  meet  contractual  fixed  charges,  such  as  in¬ 
terest  and  rents,  with  the  income  derived  from  opera¬ 
tions.  Fixed  charges  generally  have  been  rising  fairly 
steadily  while  net  railway  operating  income  has  declined 
and  total  income,  including  other  non-rail  activities, 
has  been  fairly  stable  or  drifting  slightly  downward. 
Increased  levels  of  funded  debt,  especially  rapidly  in¬ 
creased  equipment  obligations  in  the  late  1970’s,  and 

*  America’s  Sound  Transportation  Sevlew  Organisation  (ASTRO), 
The  American  Railroad  Industry:  A  Prospectus,  p.  14 ;  see  also  Harry 
S.  Meislabn,  ‘Tbe  Present  Plight  of  tbe  Railroads,”  paper  sponsored 
by  Temple,  Barker  &  Sloane  and  niinols  Central  Gulf  (rerislon  of 
May.  1973). 


rising  interest  rates  for  continuing  capital  expenditures, 
which  the  railroads  were  unable  to  finance  out  of  in¬ 
come,  are  the  basic  sources  of  rising  fixed  charges. 

Table  3  presents  income  available  for  fixed  charges 
(total  income  after  miscellaneous  deductions) ,  the  fixed 
charges  themselves  and  the  coverage  ratio  for  fixed 
charges.  The  coverage  ratio  measures  the  ability  of  the 
railroads  to  cover  fixed  charges  with  total  operating 
income  from  all  activities :  a  ratio  of  unity  would  imply 
that  income  was  just  sufficient  to  cover  fixed  charges. 

It  can  be  seen  from  Table  3  that  fixed  charges  for 
U.S.  Class  I  railroads  rose  by  70  percent  from  1963  to 
1973.  while  total  income  available  to  cover  fixed  charges 
rose  only  14  percent.  As  a  consequence,  the  coverage 
ratio  declined  from  about  three  times  fixed  charges  in 
the  mid-1960’s  to  a  low  of  1.44  in  1970.  Other  non-rail 
income  is  included  in  the  numerator  of  this  coverage 
ratio,  as  fixed  charges  arfe  not  assigned  to  specific  trans¬ 
portation  investments,  but  it  is  clear  that  NROI  by  it¬ 
self  would  have  been  barely  sufficient  to  cover  fixed 
charges  in  recent  years. 

In  1970,  NROI  coverage  was  less  than  unity,  mean¬ 
ing  that  operating  income  from  all  Class  I  railroads  was 
in  the  aggregate  insufficient  to  cover  their  fixed  charges, 
a  precarious  state  of  affairs. 

Examined  by  district,  the  coverage  ratio  for  the  East¬ 
ern  District  as  shown  in  Table  3  is,  of  course,  dismally 
low,  reaching  a  near-zero  level  of  0.07  in  1970,  but  other 
regions  have  also  experienced  moderate  declines  in  cov- 


Table  3. — Total  income,  fixed  charges  and  fixed  charge  coverage 
ratio  for  Class  I  railroads 

[Dollar  amounts  lA  mllUons] 


United  States  > 

Eastern  district 

Years 

Total 

Fixed 

Ck)ver- 

Toul 

Fixed 

Cover- 

Inpome  * 

charges  • 

age  ratio 

Income 

charges 

age  ratio 

1947 . 

$964 

8437 

2.21 

1952 . 

1, 818 

422 

8.12 

1957 . 

1, 157 

869 

A 14 

1952 . 

980 

367 

2.67 

8147 

8165 

0.89 

19« . 

1,082 

.  868 

2.89 

188 

168 

L15 

19«4 . 

1,120 

881 

2.94 

200 

158 

1.81 

1955 . 

1,258 

401 

A 14 

457 

208 

Z22 

1956 . 

1,867 

426 

A  21 

507 

215 

Z88 

1987 . 

1,050 

461 

A28 

826 

227 

1.44 

1968 . 

1,087 

484 

Z25 

333 

289 

1.89 

1989 . 

1,086 

521 

Z06 

291 

264 

1.10 

1970 . 

848 

589 

1.44 

19 

290 

.07 

1971 . 

977 

801 

1.68 

43 

287 

.15 

1972 . 

1,122 

606 

1.85 

119 

279 

.48 

1978 . 

1,209 

826 

1.98 

150 

283 

.58 

*  BscludK  Amtrak. 

*  N  ROI  plus  other  inoome,  after  miscellaneous  deductions;  same  as  Income  avail¬ 
able  (or  ftsed  charges. 

*  Does  not  include  allowances  (or  repayment  of  principal. 

Sources:  Association  of  American  Railroads  and  “Moody’s  Transportation  Man¬ 
ual.” 


10  Fixed  charges  here  are  used  parallel  to  Moody’s  Transportation 
Manual  and  do  not  Include  Interest  charges  on  hired  equipment  and 
joint  facility  rents.  Total  fixed  charges  do  not  Include  allowance  for 
repayment  of  principal. 
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erage,  suggesting  that  the  Eastern  District  is  cmly  a 
more  extreme  example  of  negative  financial  trends  in 
the  railroad  indui^ry.  It  is  interesting  to  note  that  fixed 
charges  in  the  troubled  Eastern  District  rose  by  78  per¬ 
cent  in  the  past  decade,  only  slightly  more  than  the 
overall  U.S.  figure  increased. 

As  must  be  anticipated  from  the  Eastern  figures  and 
the  occurrence  of  several  bankruptcies,  the  USRA  bank¬ 
rupt  carriers  in  aggregate  have  not  generated  sufficient 
income  to  cover  fixed  chaiges  in  any  year  tabulated  and 
are  therefore  insolvent.  The  negative  ratios  of  the  last 
four  years  indicate  a  consolidated  deficit  before  any 
fixed  charges  at  all  were  covered.  The  PC  in  particular 
did  not  cover  fixed  charges  in  any  year  since  1966, 
though  some  of  the  smaller  companies  were  able  to 
do  so.  Table  4  shows  the  supporting  data. 

Table  4. — Total  income,  fixed  chargee,  and  charge  coverage 
ratio  for  Claes  I  railroads.  Eastern  District  subgroups 


(Dollar  amonnts  In  millions] 


Ywrs 

USRA  bankrapU 

Other  eastern 

Total 

Income 

Fixed 

charges 

Cover¬ 
age  ratio 

ToUl 

Income 

Fixed 

charges 

Cover¬ 
age  ratio 

19«7 . 

$81 

$117 

0.69 

$245 

$110 

2.23 

19W . 

81 

128 

.68 

252 

111 

2.27 

1966 . 

49 

150 

.82 

242 

114 

2.12 

1970 . 

-195 

170 

-1.15 

214 

120 

1.78 

1971 . 

-150 

168 

-.93 

198 

124 

1.56 

1972 . 

-108 

156 

-.66 

222 

128 

1.80 

197* . .7..... 

-79 

160 

-.49 

.  229 

122 

1.88 

Not«-  Sm  not«8  to  Table  3. 


Cash  Flow 

The  level  of  cash  flow  is  more  important  than  the 
coverage  figures  discussed  above  in  detennining  the 
technical  ability  of  the  railroads  to  meet  fixed  charges 
with  internal  funds,  because  it  more  accurately  reflects 
the  flow  of  funds  accruing  to  the  firm  from  operations 
by  correcting  for  the  fact  that  net  income  figures  reflect 
many  non-cash  bookkeeping  entries. 

Figure  3  shows  ordinary  income  and  cash  flow  based 
on  ordinary  income  for  all  Class  I  railroads.  Ordinary 
income  (net  income  before  extraordinary  charges)  had 
fallen  precipitously  in  the  latter  half  of  the  1960’s  and 
has  only  partially  recovered  in  the  past  three  yeare  of 
improved  earnings.  Cash  flow  from  Class  I  railroads 
has  dropped,  but  not  as  sharply  as  NROI,  and  the  in¬ 
clusion  of  deprexiiation  reflects  a  flow  of  funds  sufficient 
to  cover  fixed  charges  by  a  substantial  margin  and  allow 
some  debt  repayment  or  internally  financed  capital 
projects. 

However,  the  level  of  cash  flow  has  generally  not  been 
sufficient  to  cover  gross  capital  expenditures,  especially 
in  light  of  dividend  payments  (discussed  later).  The 
ratio  of  fixed  charges  to  cash  flow  has  also  been  rising 


FIGURE  3 


ORDINARY  INCOME  *  AND  CASH  FLOW  * 
FOR  CLASS  I  RAILROADS  1960-1973 


YEAR 

1  ORDINARY  INCOME  IS  NET  INCOME  BEFORE 
EXTRAORDINARY  ITEMS. 

2  CASH  FLOW  BASED  ON  ORDINARY  INCOME 
PLUS  DEPRECIATION  ACCOUNTS  FOR  ROAD 
AND  EQUIPMENT;  EXCLUDES  RETIREMENTS 


SOURCE:  ICC  TRANSPORT  STATISTICS;  U.  S. 

SENATE,  COMMITTEE  ON  COMMERCE; 
THE  PENN  CENTRAL  AND  OTHER 
RAILROADS 

sharply  over  the  past  decade.  For  Class  I  railroads  the 
ratio  rose  from  27.5  percent  in  1964  to  58  percent  in 
1970,  and  it  has  not  fallen  much  in  the  most  recent  years. 

Table  5  shows  ordinary  income  cash  flow  for  Class  I 
railroads  in  the  United  States  and  the  Eastern  sub¬ 
groupings.  The  Eastern  District  again  shows  a  substan¬ 
tially  more  precarious  financial  condition,  with  essen¬ 
tially  no  cash  flow  in  1970  and  1971.  The  consolidated 
USRA  bankrupts  have  been  unable  to  record  positive 
cash  flow  since  1970,  and  PC  has  not  done  so  since  1968. 

Negative  cash  flow  signals  an  inability  to  cover  fixed 
charges  with  either  net  income  or  depreciation  allow¬ 
ances  and  signals  serious  insolvency.  Other  regions  have 
experienced  weak  cash  flow’  and  sharp  increases  in  the 
ratio  of  fixed  charges  to  cash  flow.  Generally,  cash  flow 
has  not  been  sufficient  to  finance  new  capital  investment 
or  pay  dividends  on  equity  shares  in  recent  years. 
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TA.BLE  S.^Ordinary  income  eaeh  flow  *  for  Class  I  railroads 


United 

Stetes* 

Eastern  District  railroads 

All 

Eastern 

U6RA 
bankrupts  > 

other 

Eastern 

i9e7_ . 

i,sn.4 

STas 

88.0 

282.5 

1008 . 

LSOll 

864.0 

78.1 

200.0 

1000 . 

L28e.l 

289.5 

17.0 

271.6 

1070  . 

1,025.7 

lAOJ 

[247.8] 

248.8 

ion  . 

1,155.8 

-  aoii 

[199.5] 

210.6 

1072. . 

1,247.0 

102.4 

[149.0] 

252.3 

107*. . 

L806.0 

i8ao 

[18a8] 

261.7 

I  Ordinary  Income  before  estraordinary  items,  ;dus  depreciation,  bat  excluding 
retirenieats. 

*  Exetndes  Amtiak. 

*•  bankrupts,  includes  Erie  Lackawanna,  but  excludes  Lehigh  and  Hudson 
Biver  Railroad  as  non-Claas  I. 

Note:  Figures  in  brackets  indicate  deficit. 

Sources:  ICC  “Transport  Statistics”  (partly  from  FRA  tapes),  Moody’s. 

A  look  at  cash  flow  in  relation  to  equipment  invest¬ 
ment  will  dramatize  the  financial  woes  of  the  railroad 
industry.  It  commonly  is  perceived  that  shortages  of 
rolling  stock  are  an  important  detriment  to  expanded 
freight  volume  and  improved  service  quality Assum¬ 
ing  that  minimal  rail  investment  policy  will  require 
replacement  of  rolling  stock  currently  in  operation  (if 
not  an  expansion  to  resolve  shortages) ,  a  financial  ana¬ 
lyst  has  compared  cash  generation  per  car  owned  to  the 
cost  of  a  unit  of  rolling  stock.” 

Figure  4  shows  that  the  annualized  cash  cost  per  new 
unit  of  rolling  stock  has  been  rising  rapidly  and  sur¬ 
passed  $2,300  in  1968,  whereas  the  cash  flow  per  unit 
owned  (here  defined  as  NROI  plus  depreciation  plus 
federal  income  taxes)  has  not  been  above  $1,300  per 
car  for  Class  I  railroads  between  1950  and  1973. 

It  comes  as  no  surprise  to  find  the  Penn  Central  with 
rather  low  unit  cash  flow  which  turned  negative  in  the 
late  1960’s,  but  the  Class  I  railroads  overall  have  only 
been  generating  about  one-half  the  funds  necessary,  and 
the  C!a^  flow  per  unit  has  shown  no  tendency  to  keep 
up  with  rising  acquisition  costs. 

Most  individual  railroads  are  not  generating  enough 
cash  flow  with  currait  utilizatimi  and  revenues  to  re¬ 
place  existing  rolling  8to(^,  much  less  to  continue  other 
capital  improvement  programs  and  pay  dividends.  The 
number  of  freight  cars  owned  and  leased  by  Class  I 
railroads  did  in  fact  decline  over  the  1960’s  from  about 
2  million  to  1.8  million  and  had  continued  to  faU  to 
nearly  1.7  million  in  1973. 

Dividends 

In  the  face  of  declining  earnings  and  cash  flow,  Class 
I  railroads  increased  the  level  of  dividends  paid  over 

"  UtlllsatioD  of  rolling  stock  mny  be  equally  or  even  more  important. 

“  Harry  8  MeUIafan,  “The  Present  Plight  of  the  Railroads".  No 
attempt  was  made  to  update  the  rolling  stock  cost,  since  the  Insuffl- 
ciency  of  earnings  was  apparent. 


FIGURE  4 


COST  TO  REPLACE  ROLLING  STOCK  VERSUS 
CASH  FLOW  PER  UNIT  OWNED,  ANNUAL  BASIS, 
CLASS  I  RAILROADS  AND  PENN  CENTRAL. 


■  ANNUAL  CASH  COST  —  ANNUAL  CASH  FLOW 
PER  NEW  UNIT  OF  PER  UNIT  OWNED 

ROLLING  STOCK  (PRE-FEDERAL  INCOME  TAX) 

SOURCE:  HARRY  S.  MEISLAHN,  “THE  PRESENT 
PLIGHT  OF  THE  RAILROADS."  . 


the  1960’s.  Cash  dividends  reached  a  high  of  $516  mil¬ 
lion  in  1969.  The  payout  ratio  of  dividends  to  ordinary 
net  income  is  shown  in  Figure  5.  After  remaining  in 
the  50-70  range  as  a  percent  of  ordinary  net  income  in 
the  early  1960’s  cash  dividends  of  Class  I  railroads  rose 
sharply  from  1967  onward,  and  were  in  excess  of  net 
income  in  1970  and  1971. 

Figure  5  also  shows  the  dividend  payout  ratio  for 
the  Eastern  District  and  for  the  two  partners  in  the 
Penn  Central  merger,  the  PRR  and  the  NYC.  As  earn¬ 
ings  fell  from  1967,  dividends  were  relatively  stable,  and 
the  Eastern  District  payout  ratio  rose  dramatically, 
with  dividends  in  1969  amounting  to  734  percent  of  ordi¬ 
nary  income.  Further,  the  two  merger  partners,  whose 
payouts  were,  not  very  different  from  all  Class  I  rail¬ 
roads  in  the  early  1960’s,  continued  to  pay  high  divi¬ 
dends  in  the  face  of  disappearing  earnings,  and  NYC 
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FIGURE  5 

CASH  DIVIDENDS  AS  A  PERCENT  OF  ORDINARY 
INCOME,  1963-1973.  CLASS  I  RAILROADS.  EASTERN 
DISTRICT  RAILROADS,  PRR  AND  NYC. 


1,747  734 


YEAR 

A  PRR&  NYC  WERE  MERGED  IN  1968  INTO  THE  PENN 
CENTRAL  WHICH  HAD  POSITIVE  DIVIDENDS  ON 
NEGATIVE  ORDINARY  INCOME  IN  1968  AND  1969, 

NO  DIVIDENDS  THEREAFTER. 

♦  EASTERN  DISTRICT  RAILROADS  HAD  POSITIVE 
DIVIDENDS  ON  NEGATIVE  ORDINARY  INCOME 
IN  1970-1973. 

SOURCES:.  ASSOCIATION  OF  AMERICAN  RAILROADS; 

MOODY’S  TRANSPORTATION  MANUAL 

dividends  hit  an  astronomical  1,747  percent  of  income 
before  income  turned  negative.  Dividends  continued  to 
be  paid  in  the  face  of  losses  in  1968  and  1969  and  repre¬ 
sented  a  considerable  cash  drain  on  the  foundering  Penn 
Central. 

It  is  clear  that  a  substantial  portion  of  the  available 
flow  of  funds  has  been  diverted  to  dividends,  though 
presumably  funds  are  needed  for  capital  betterment  in 
the  industry.  This  is  true  for  all  Class  I  railroads  as 
well  as  the  bankrupts.  The  maintenance  of  dividend 
levels  does  serve  to  keep  equity  issues  attractive,  and  to 
the  extent  that  management  decisions  promote  the  inter¬ 
ests  of  the  equity  holders  (owners) ,  dividends  could  sub- 
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stitute'  for  earnings  growth  while  allowing  gradual  dis¬ 
investment  from  a  declining  industry. 

Very  little  new  funding  has  been  done  through  equity 
issues  so  the  attraction  of  new  capital  is  not  a  likely 
motive  for  high  dividends.  The  payout  ratio  does  reflect 
to  some  extent  the  corporate  structure  of  the  railroad 
industry ;  ownership  of  'subsidiary  rail  companies  has 
been  common  practice,  and  dividends  would  facilitate 
transfers  of  funds  to  more  profitable  endeavors.  Thus,  it 
is  evident  that  a  sizeable  portion  of  the  flow  of  funds 
available  to  the  rail  industry  intentionally  is  being  paid 
out  in  the  face  of  apparent  intemal'^eeds  for  capital. 
Surely,  this  is  a  consequence  of  very  low  level  of  profits 
in  the  rail  industry  and  is  not  unique  to  the  Eastern 
District. 

Working  Capital 

The  end  result  of  many  years  of  desperate  financial 
problems  in  the  Eastern  District,  along  with  moderate 
declines  of  a  similar  but  less  immediately  severe  nature 
for  the  entire  railroad  industry,  has  been  a  sharp  re¬ 
duction  in  net  working  capital  for  Class  I  railroads, 
especially  severe  since  the  mid-1960’s.  Net  working 
capital  for  all  Class  I  railroads,  excluding  materials  and 
supplies  and  before  impending  debt  maturities, 
as  shown  in  Table  6,  amounted  to  $678.7  million  in  1952, 
$646.8  million  in  1962,  but  only  $21.1  million  in  1972. 

Many  individual  railroads  show  deficits  in  this  short¬ 
term  capital  measure,  and  Class  I  railroads  have  shown 


Table  6. — Net  working  capital  ‘  ond  current  ratio  *  for  Claes  I 
railroads 


Year 

United 

States* 

Eastern  District  railroads 

AU 

Eastern 

USRA 

bankrupts* 

Other 

Eastern 

Net 

work¬ 

ing 

capi¬ 

tal 

Cur¬ 

rent 

ratio 

Net 

work¬ 

ing 

capital 

Cur¬ 

rent 

ra^ 

Net 

work- 

Ing 

capital 

Cur¬ 

rent 

ratio 

Net 

work¬ 

ing 

capital 

Cur¬ 

rent 

ratio 

lft47  _  _ _ 

867.8 

1.84 

192.6 

1.59 

1QR9  .  . 

678.7 

1.67 

121.8 

1.5(f 

1QK7 

555.4 

1.86 

125.1 

L52 

• 

1(M9! 

fUlkA 

1.59 

87.8 

L28 

1987 . 

2788 

1.83 

[42.51 

L17 

(78.61 

LOB 

81.1 

1.27 

1988 . 

152.7 

1.25 

(14a  71 

1.05 

[154.61 

.90 

18.9 

1.21 

1989 . . 

68.1 

1.20 

114a  11 

1.06 

(126.41 

.97 

(1X71 

L15 

1970 . 

109.1 

1.23 

(51.81 

1. 14 

(24.51 

L14 

(27.81 

L13 

1971 . 

1A8 

L19 

(105.41 

LOS 

(89.61 

LOO 

(16.81 

1.15 

1972 . 

2L1 

L18 

(107.11 

L06 

(1*7.11 

.91 

aao 

L20 

1978 . 

194.1 

1.27 

{  19.81 

L18 

[iia6i 

.97 

9L8 

1.25 

■  Coirent  assets  (excliutTa  of  material  and  sapidies)  less  current  liabilities  (before 
impending  maturities). 

*  Ratio  of  current  assets  (unadjusted)  to  current  liabilities. 

*  Eicludea  Amtrak. 

*  0  bankrupts.  Includes  Erie  Lackawanna,  but  excludes  Lehigh  and  Hudson  River 
Railroad  as  non-Class  I. 

Note:  Figures  in  brackets  indicate  deficit. 

Sources:  Association  of  American  Railroads;  ICC  “Transport  Statistics’’  (partly 
from  FRA  tape);  “Moody’s  Transportation  Manual.” 
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debt  maturing  within  one  year  (not  included  in  current 
liabilities)  exceeding  working  capital  since  1966.  A 
major  improvement  during  1973,  increasing  to  $194.1 
million,  can  be  traced  to  a  large  expansion  of  long-term 
debt  in  the  Southern  District  and  reduced  deficits  in 
working  capital  in  the  east. 

The  net  working  capital  of  the  Eastern  District  has 
been  negative  since  1967,  and  the  six  Class  I  USRA 
bankrupts  have  also  shown  negative  net  working  capital 
as  well  as  a  current  ratio  (current  assets  to  current  lia¬ 
bilities)  of  less  than  unity.  The  “Other  Eastern”  car¬ 
riers  showed  a  weakness  in  working  capital  in  1969- 
1971,  but  they  have  maintained  a  current  ratio  above 
unity  and  have  recovered  sharply  in  the  last  two  years. 
It  should  be  noted  that  many  industrial  corporations 
were  able  to  reduce  their  levels  of  net  working  capital 
during  the  1960’s.  presumably  reflecting  tighter  control 
on  short-term  balances  and  stable  growth  patterns  in 
the  economy,  yet  the  sharp  decline  in  the  railroad  in¬ 
dustry’s  short-term  financial  position  is  much  too  dra¬ 
matic  to  be  explained  by  such  economies. 


Summary 

Several  measures  of  the  financial  condition  of  the 
railroads  have  been  examined,  with  attention  to  Class  I 
overall  and  subgroupings  of  the  Eastern  railroads.  The 
earnings  from  railroad  operations  and  the  rate  of  re¬ 
turn  on  net  investment  provide  a  clear  picture  of  in¬ 
sufficient  earnings  for  the  bankrupt  carriers  under 
USRA  auspices.  The  Penn  Central  has  been  recording 
operating  deficits  since  1967,  and  the  rate  of  return 
levels  for  “Other  Eastern”  carriers  has  not  been  par¬ 
ticularly  encouraging. 

The  1973  rate  of  3.04  percent  for  all  Class  I  railroads 
is  hardly  attractive  for  new  investment.  Short-term 
financial  problems  also  will  render  it  much  more  diffi¬ 
cult  to  find  capital  for  long-term  expansion,  when  earn¬ 
ings  are  so  poor  as  to  render  every  year  a  crisis  period 
in  covering  fixed  costs  and  require  continual  refunding 
of  debt.  General  shortages  in  capital  markets  in  the  face 
of  pressing  investment  requirements  across  the  economy 
could  leave  many  railroads  with  no  lender  of  last  resort 
other  than  the  federal  government. 
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APPENDIX  C 

Industry  Structure 


A  tentative  operating  structure  was  defined  for  each 
option  described  in  Chapter  3.  The  objective  was  to 
quantify  as  many  elements  as  possible,  including  such 
factors  as :  system  size,  including  route  and  track  miles ; 
fleet  size,  including  number  of  locomotives  and  cars ;  op¬ 
erating  patterns,  including  train  miles  and  locomotive 
unit  miles  operated ;  yarding  functions  required,  includ¬ 
ing  location  and  level  of  activity ;  the  estimated  service 
level  for  carload  and  intermodal  traffic;  the  financial 
performance  of  each  system,  including  profitability, 
cash  flow  and  level  of  investment  (both  government 
and  private) ;  the  impact  of  each  structure  on  competi¬ 
tion,  as  measured  by  market  share  and  each  county  now 
served  by  a  potential  ConRail  candidate  carrier;  and 
the  estimated  impact  of  each  structure  on  solvent  car¬ 
riers  and  existing  traffic  flows  in  the  Region. 

• 

Steps  in  the  Analytical  Process 

ConRail  I  (excluding  EL)  was  used  as  the  base  case 
in  the  analysis;  the  inefficiency  of  bankrupt  carriers 
made  any  comparison  with  present  services  inconclu¬ 
sive.  Therefore,  an  efficient  ConRail  I  option  was  de¬ 
termined,  with  identification  of  all  the  specific  factors 
listed  above.  For  all  other  structures  it  was  assumed  each 
would  be  operated  as  efficiently  as  possible.  For  exam¬ 
ple,  on  the  north/south  split,  the  duplication  of  ter¬ 
minals  and  trackage  which  existed  prior  to  the  merger 
was  not  recreated;  rather,  a  new  “unmerged”  system 
was  synthesized  which  relied  heavily  on  joint  usage  of 


track  and  facilities  to  minimize  operational  costs.  With¬ 
out  this  basic  assumption,  it  would  be  quite  easy  to  load 
the  answer  against  any  structure  except  ConRail  I. 

The  basic  building  block  for  analysis  was  the  1973 
traffic  flows  and  the  estimated  traffic  growth  factors 
from  Temple,  Barker  &  Sloane.  In  deriving  the  ConRail 
I  baseline  case,  the  present  flows  were  adjusted  to  reflect 
operating  changes  which  could  occur  with  a  merger  of 
the  carriers.  The  Marketing  Group  at  USRA  also 
studied  the  traffic  flow  information  to  determine  what 
flows  could  be  rerouted  to  ConRail  long-haul  opera¬ 
tions  and  made  estimates  as  to  the  amount  of  traffic 
which  could  be  diverted. 

Rail  operations  involve  complex  interrelationships  be¬ 
tween  local  switching,  intermediate  switching  and  the’ 
operation  of  mainline  trains,  and  at  every,  step  there  is 
a  trade-off  between  capital  requirements  (yards,  main 
and  secondary  tracks,  locomotives  and  cars)  and  labor 
(road  crews,  crews  at  classification  yards,  local  switch¬ 
ing  crews,  maintenance  of  way  forces,  maintenance  of 
equipment  forces).  The  process  is  described  in  detail 
in  Chapter  5.  > 

Once  the  ConRail  I  baseline  case  was  defined  in  a 
marketing  and  operational  sense,  then  each  of  the  other 
options  was  derived  by  adjusting  the  base  ConRail  I 
information.  For  example,  with  the  vertical  split  at 
Selkirk  (Albany)  and  Enola  (Harrisburg),  adjust¬ 
ments  had  to  be  made  in  both  costs  and  revenues.  Some 
moves  were  local  to  the  eastern  terminal  district,  many 
moves  were  local  to  the  lines  west,  but  a  significant 
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portion  crossed  the  boundary  between  ConRail  East  and 
West  and  revenue  apportionment  was  therefore 
necessary. 

Similarly,  the  specific  costs  of  maintenance,  rehabili¬ 
tation,  road  operations,  switching  operations  and  classi¬ 
fication  operations  had  to  be  assigned  to  either  the  Con- 
Rail  East  or  to  ConRail  West.  Further  adjustments  had 
to  be  made  which  reflected  additional  activity  that  might 
occur  because  of  the  split,  e.g.,  additional  switching  at 
Selkirk  and  Enola.  Again,  adjustments  in  revenue  were 
necessary,  for  example,  opening  this  large  terminal  dis¬ 
trict  to  direct  access  by  Norfolk  &  Western  and  Chessie 
System  has  a  potential  for  diversion  of  traffic  which 
presently  originates  on  PC  lines  in  Newark  and  Phila¬ 
delphia  (for  example)  and  is  destined  to  Chicago  or  St. 
Louis.  « 

Once  the  revenue  and  forecasts  were  made  and  the 
cost  factors  identified,  by  account,  these  basic  revenues 
and  operational  factors  were  utilized  by  Financial  Plan¬ 
ning  in  determining  profit  (or  loss)  for  each  of  the 
structures,  and,  within  each  structure,  for  each  compo¬ 
nent  element,  e.g.,  ConRail  North  profit  (or  loss)  versus 
ConRail  South  profit  (or  loss),  the  cash  flow  and  invest¬ 
ment  requirements,  both  public  and  private.  There  are 
any  number  of  financial  options  which  are  possible  in 
terms  of  method  of  funding,  interest  rates,  inflation  fac¬ 
tors,  etc.;  these  are  explained  in  detail  in  Chapter  14. 
Each  comparison  between  structural  options  was  made 
on  a  consistent  basis. 

The  competitive  impact  of  each  of  the  alternative 
structures  was  analyzed  by  considering  originations  and 
terminations  in  the  affected  areas.  County-by-county 
analysis  was  completed  for  the  states  of  Pennsylvania, 
New  York,  New  Jersey,  Connecticut,  Rhode  Island  and 
Massachusetts  to  determine  how  various  combinations 
of  bankrupt  carriers  would  change  competitive  levels. 
The  presence  of  solvent  carriers  elsewhere  negated  the 
need  for  such  detailed  analysis  in  other  states.  The  com¬ 
petitive  analysis  focused  on  the  issue  of  the  level  of 
market  dominance  created  through  each  of  the  various 
structures  and  the  distance  from  the  individual  county 
to  the  nearest  competitive  point  where  use  of  intermodal 
services  or  short  hauling,  etc.,  could  be  utilized. 

In  determining  impact  on  other  carriers,  the  initial 
analysis  dealt  only  with  the  Norfolk  &  Western,  Ches¬ 
sie  System  and  Erie  Lackawanna.  Discussions  were  held 
with  these  carriers,  and  estimates  received  on  how  much 
revenue  might  be  vulnerable  under  the  C-onRail  I 
change.  Estimates  as  to  impact  under  other  structural 
options  were  made  by  USRA’s  staff. 

The  above  describes  those  items  where  an  attempt  was 
made  to  quantify  the  differences  between  the  structures. 
Given  the  complexity  of  the  industry  structure  decision 
and  the  ramifications  of  the  various  alternatives,  no 
analytical  technique  gives  a  complete  answer.  For  this 
reason,  the  options  were  identified  in  the  USRA  Annual 
Report  so  that  public  discussions  could  be  fostered. 


Members  of  the  staff  discussed  the  options  with  ship¬ 
pers,  rail  carriers  in  the  Region  (both  bankrupt  and  sol¬ 
vent)  ,  state  transportation  representatives  and  members 
of  the  academic  community.  It  was  in  this  public  dis¬ 
cussion  that  the  identification  of  certain  options  upon 
which  individuals  could  focus  was  invaluable,  as  indi¬ 
viduals  and  groups  tended  to  hold  fairly  firm  opinions 
on  each  of  the  structures  presented  and  provided  spe¬ 
cific  reasons  why  they  liked  or  did  not  like  certain  as¬ 
pects  of  each.  It  was  not  the  acceptance  or  rejection  of 
any  concept  (few  accepted  any  concept  unequivocably) 
which  was  so  important,  but  rather  the  reasons  given. 

From  the  argumentation,  it  became  possible  to  de¬ 
velop  some  idea  of  the  basic  elements  of  a  solution.  In 
addition,  the  public  response  was  such  that  the  early 
USRA  decision  to  drop  the  Middle  Atlantic  Rail  alter¬ 
native  from  the  detailed  analysis  clearly  was  determined 
to  be  a  mistake.  It  was  decided  in  early  December  to 
begin  a  detailed  in-house  study  of  the  concept  (one  such 
analysis  had  been  done  by  a  consultant  ^  but  this  ana¬ 
lytical  effort  was  overtaken  by  events — ^the  admission 
by  the  Erie  Lackawanna  that  it  could  not  be  reorga¬ 
nized  under  Section  77  and  its  request  that  it  be 
reorganized  under  the  Act. 

Change  in  the  status  of  the  Erie-I.<ackawanna  had  a 
significant  impact  on  the  industry  structure  decision. 
Prior  to  this  change,  the  evidence  was  clear  that  any 
structural  alternative  which  significantly  strengthened 
either  ConRail  I  or  the  present  solvent  carriers  would 
first  and  foremost  impact  on  the  Erie-I^cka wanna.  For 
example,  it  had  become  obvious  that  a  possible  transfer 
of  I^ehigh  Valley  route  to  either  Norfolk  &  Western  or 
Chessie,  or  a  structure  which  essentially  set  up  the  Le¬ 
high  Valley  as  a  feeder  to  one  or  both  of  those  lines, 
would  have  serious  ramifications  upon  Erie-Lacka- 
wanna.  Change  in  the  status  of  EL  eliminated  the  need 
for  certain  very  difficult  decisions  but  presented  new 
issues  to  be  resolved. 

Evaluating  the  Alternatives 

The  following  is  a  detailed  description  of  each  of  the 
operating  structures  considered  by  USRA :  ConRail  I, 
ConRail  I  Plus  Neutral  Terminal  Companies,  ConRail 
East  and  West,  and  ConRail  North  and  South.  In  addi¬ 
tion,  the  Middle  Atlantic  Rail  concept  is  discussed, 
despite  the  fact  that  no  analysis  was  completed.  Each 
of  the  structural  alternatives  includes  discussions  of 
service  and  operating  patterns,  implications  for  com¬ 
petition,  impact  on  solvent  carriers,  the  results  of  the 
operational  and  financial  analysis,  RSPO  and  other 
public  comments  and  the  ramifications  of  the  collapse 
of  the  Erie  Lackawanna.  The  discussion  concludes  with 
USRA  recommendation  for  each  structure. 

ConRail  I  contemplates  first  merger  and  then  re¬ 
habilitation  of  all  the  carriers  under  the  Act  (but 
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not  EL).  As  originally  envisioned,  this  option 
should  have  resulted  in  the  maximum  reduction  in  dup¬ 
licate  facilities  and  thus  solved  the  most  critical  problem 
of  finding  the  money  and  material  to  rebuild  the  fixed 
plant  of  the  bankrupt  carriers.  It  was  presumed  that 
this  option  would  also  offer  the  greatest  opportunity  for 
increased  efficiency  and  utilization  of  equipment  and 
therefore  greater  productivity  of  owned  equipment  and 
increased  rents  for  foreign  cars.  Additional  economies 
were  anticipated  as  a  result  of  the  more  concentrated 
traffic  flow's  resulting  from  the  dominant  market  share 
which  ConRail  I  w'ould  enjoy  along  the  eastern  sea¬ 
board. 

As  delineated,  the  operating  structure  would  consist 
of  a  merger  of  the  Penn  Central,  the  Reading,  the  Jje- 
high  Valley,  the  Central  of  New’  Jersey,  the  I^rehigh  & 
Hudson  River  and  the  Ann  Arbor.  The  ConRail  I  op¬ 
erating  structures  studied  would  have  eliminated  the 
Ivehigh  Valley  as  a  main  route  north  of  Wilkes-Barre 
(but  maintained  it  for  north/south  flows  south  of  that 
point)  and  allowed  for  elimination  of  duplicate  main¬ 
lines  from  the  Harrisburg  area  into  Philadelphia  and 
Newark,  making  maximum  utilization  of  the  more 
favorable  Reading  route  via  Allentown  for  east/west 
routes. 

Yard  operations  in  the  Harrisburg,  Allentow’ii,  Phil¬ 
adelphia  and  Newark  area  would  be  integrated,  w’ith  the 
best  existing  facilities  being  upgraded.  It  was  original¬ 
ly  thou^t  that  a  significant  amount  of  traffic  originat¬ 
ing  on  the  lesser  bankrupts  could  be  rerouted  for  Con¬ 
Rail  long  haul ;  after  an  analysis  of  the  traffic  flow’s,  it 
was  apparent  that  this  potential  w’as  significant  but  not 
*  overwhelming.  The  major  traffic  flows  are  eastbound 

and  the  present  solvent  carriers  control  the  routings. 
[  The  ConRail  I  alternative  therefore  assumed  that 

major  interchanges  would  continue  to  exist  at  Buffalo 
I  and  at  Lurgan;  the  operating  plan  was  developed  ac- 

,  cordingly. 

i  Despite  the  fact  that  it  was  assumed  that  major  gate¬ 

ways  would  be  continued,  the  potential  exists  for  a 
ConRail  rail  service  monopoly.  The  major  impact  is 
in  southeastern  Pennsylvania  and  central  New  Jer¬ 
sey — an  area  roughly  bounded  by  Harrisburg,  Allen¬ 
town,  Elizabeth,  thence  south  to  Trenton  and  Philadel¬ 
phia.  For  example,  the  balance  in  Philadelphia  and 
Montgomery  Counties  in  Pennsylvania  w’ould  shift  from 
a  49-51  percent  split  between  Reading  and  Penn  Central 
originations  and  terminations  to  92  percent  ConRail  I 
(Chessie  has  the  remaining  8  percent)  and  99  percent 
in  Northhampton  County  (the  Allentown,  Bethlehem- 
Easton  area).  Middlesex  County,  New  Jersey  (New’ 
Brunswick  area)  would  shift  from  a  55  percent  Penn 
Central  share  to  94  percent  for  ConRail  I. 

The  impact  on  solvent  carriers  is  rated  as  moderate. 
USRA  estimates  the  total  revenue  diversion  resulting 
from  shifting  traffic  off  the  smaller  bankrupts  onto  a 


ConRail  long  haul  would  be  in  the  range  of  $50  to  $100 
million.  This  figure  has  been  essentially  confirmed  by 
the  solvent  carriers  themselves.  Chessie  would  suffer 
some  loss  of  traffic  over  the  Lurgan  Gateway  for  east- 
west  movements  and  from  north-south  traffic  now  mov¬ 
ing  between  the  Newark  area  and  the  Potomac  Yard 
Gateway  (Alexandria,  Va.).  Norfolk  &  Western’s  major 
loss  would  be  the  Lehigh  Valley  interchange  at  Buffalo 
including  in  all  likelihood  the  present  through  con¬ 
tainer  movements  on  that  route ;  loss  of  some  “Alphabet 
Route”  traffic  at  Connellsville  is  also  likely.  Erie  Lacka¬ 
wanna  would  lose  Port  Newark  traffic  off  the  Central 
of  New  Jersey  and  traffic  from  the  Reading  connection 
at  Rupert  (Pa.). 

Because  of  its  tenuous  financial  condition,  this  loss, 
while  modest,  would  probably  be  the  most  severe  of  any 
of  the  carriers.  As  the  ConRail  I  planning  assumes  that 
the  Wilkes-Barre/ Allentown/Philadelphia  route  will 
be  maintained  for  through  service,  the  Delaware  & 
Hudson  should  remain  competitive  for  north-south 
flows,  although  the  Lehigh  Valley’s  being  eliminated 
as  an  east-west  carrier  would  deny  D&H  one  of 
their  two  interchanges  for  east-west  traffic.  There 
was  little  evidence  that  this  would  be  detrimental,  pre¬ 
suming  that  the  Erie  Lackawanna  remained  open  to  the 
west. 

It  must  be  noted  that  the  USRA  operating  plan  con¬ 
templated  leaving  the  major  junctions  open,  but  this 
fact  by  itself  does  not  guarantee  the  position  of  the 
present  solvent  carriers.  ConRail  I  will  be  an  inde¬ 
pendent  entity  and  could  seek  to  close  routings  in  the 
future.  Therefore,  the  risks  exist  that  certain  major 
flows  would  be  affected. 

The  operational  and  financial  results  indicate  that, 
of  the  operational  structures  analyzed,  ConRail  I  has 
the  best  financial  results.  These  results  however  are  not 
sufficient  to  call  ConRail  I  a  truly  private  sector  solu¬ 
tion.  The  federal  funding  requirements  are  well  in  ex¬ 
cess  of  the  Act  and  it  appears  that  there  will  be  govern¬ 
ment  involvement  for  a  long  duration.  As  noted  above, 
these  results  for  ConRail  I  are  not  based  on  significant 
traffic  diversion.  What  ConRail  I  can  achieve  is  a  ra¬ 
tionalization  of  the  debilitated  route  structure  east  of 
Harrisburg,  and  it  has  maximum  flexibility  in  develop¬ 
ing  more  efficient  yard  and  switching  operations  along 
the  eastern  seaboard — largely  by  making  use  of  yards, 
such  as  Enola  and  Conway  as  staging  areas  for  the 
east  coast  cities.  Elimination  of  duplication  and  use  of 
the  best  remaining  facilities  are  therefore  the  critical 
elements  in  its  relative  performance. 

In  terms  of  implementation,  ConRail  I  is  not  assessed 
to  be  a  difficult  merger  to  implement.  It  represents  the 
folding  of  a  number  of  the  smaller  carriers  into  one 
large  carrier — ^the  type  of  merger  which  historically  has 
been  the  easiest  to  consummate.  The  process,  to  be 
effective,  would  nevertheless  require  several  years. 
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Comments  by  the  Rail  Services  Planning  Office,  ship¬ 
pers,  rail  carriers  and  members  of  the  general  public 
indicate  grave  reservations  about  the  ConRail  I  alter¬ 
native.  The  RSPO  notes  that  “as  a  i-esult  of  CoiiRail’s 
virtual  monoix>ly  on  the  major  traffic  generating  area 
of  the  east,  traffic  now  handled  by  the  competing  line- 
haul  carriers  would  no  longer  be  readily  available  to 
them.”  It  further  notes  that  the  “impact  on  Erie  Lacka¬ 
wanna  .  .  .  would  almost  certainly  be  devastating.” 
RSPO  expressed  a  special  concern  over  the  lack  of  alter¬ 
native  competitive  north/south  routes;  as  noted  earlier, 
USRA’s  operating  plan  allowed  continuation  of  the 
Philadelphia  to  Wilkes-Barre  link,  but  certainly  the 
potential  exist  for  ConRail  closing  it  in  the  future. 

The  State  of  Pennsylvania  was  especially  vocal  in  its 
objection  to  the  monopoly  created  by  ConRail  I  in 
southeastern  Pennsylvania.  New  York  State  expressed 
less  concern  provided  that  some  means  was  found  to 
strengthen  the  Erie  Lackawanna  (a  comment  made  of 
course  before  tlie  Erie  Tvackawanna’s  collapse).  Dela¬ 
ware  &  Hudson  expressed  special  concern  over  the  po¬ 
tential  loss  of  the  north-south  route.  Chessie  and  Nor¬ 
folk  &  Western  were  concerned  al)out  possible  diversions 
of  traffic,  but  their  greatest -fear  was  ConRail  I  would 
emerge  as  a  government-financed  competitor  which, 
once  rel)nilt,  would  severely  undermine  their  competi¬ 
tive  position. 

The  effect  of  the  Erie  Lackawanna  change  makes  all 
of  the  above  objections  to  ConRail  I  even  more  telling. 
So  long  as  the  Erie  Lackawanna  remained  as  a  competi¬ 
tor,  then  the  Northern  New  Jersey  markets  had  competi¬ 
tion  (Erie  T^acka wanna  counts  for  35  percent  of  the 
originations  and  terminations  in  the  Newark  SMSA), 
New  York  state  had  a  competitive  alternative  along  the 
southern  tier  and  competition  would  have  remained  in 
Utica  and  Syracuse.  Had  Erie  Lackawanna  remained 
independent,  then  Delawai-e  &  Hudson  would  have  a 
connection  for  its  east-west  traffic — a  route  which  is 
important  not  only  to  D&H  but  also  to  Boston  &  Maine 
and  its  eastern  connections. 

With  the  inclusion  of  Erie  Lackawanna  in  ConRail  I, 
the  Boston  &  Maine  wonld  essentially  be  turned  into  a 
feeder  to  the  ConRail  system  at  Selkirk  (Albany) ;  the 
Delaware  &  Hudson  would  lose  its  base  traffic  volume 
and  probably  wonld  no  longer  be  able  to  continue  as  an 
independent  entity;  Northern  New  Jersey  would  join 
Central  New  Jersey  and  Southeastern  Pennsylvania  as 
being  a  complete  monopoly  ai*ea ;  and  most  of  New  York 
State  and  Northeast  Pennsylvania  would  be  denied 
rail-rail  competition.  In  effect  the  monopolistic  area  of 
the  original  ConRail  I  concept — roughly  a  triangle 
from  Harrisburg  to  New  Brunswick  to  Philadelphia — 
would  be  expanded  to  encompass  virtually  all  of  New 
Jersey,  New  York  and  Pennsylvania  with  the  inclusion 
of  EL  into  CRC. 

It  was  the  conclusion  of  the  Association  that,  even 
discounting  the  impact  of  the  Erie  Lackawanna  and  its 


ix>ssible  inclusion  in  the  CRC  I,  the  CRC  I  concept  was 
too  insensitive  to  adequate  rail  competition  in  key  mar¬ 
kets.  The  monopoly  power  of  the  railroad  in  these  mar¬ 
kets  would  perhaps  be  justified  if  the  financial  viability 
of  CJonRail  I  was  dei>endent  on  the  achievement  of  this 
monoix)ly  position. 

ConRail  I/Neutral  Terminal  Companies 

The  ConRail  I/Neutral  Terminal  Company  structure 
was  originally  proposed  as  a  means  of  assuring  con¬ 
tinued  competition  in  certain  key  markets  along  the 
eastern  seaboard  without  the  attendant  duplication  of 
facilities  and  operations  which  would  otherwise  result. 
ConRail  I  would  have  to  be  fonned  in  the  same  manner  , 
as  outlined  previously,  with  the  exception  that  neutral 
terminal  companies  would  be  formed  in  the  Newark/ 
New  Brunswick  area,  in  the  Philadelphia  metropolitan 
area  and  i)erhaps  in  the  Allentown  area.  As  envisioned, 
these  terminal  companies  would  be  jointly  used  sub¬ 
sidiaries  of  the  line  haul  carriers  serving  the  markets. 

The  operating  pattern  studied  would  have  had  Ches¬ 
sie  System  with  access  to  Philadelphia  ( from  the  south 
over  its  own  line,  or  fiwn  the  Harrisburg  area  over 
trackage  rights  or  joint  facilities  with  ConRail  through 
Reading),  and  either  the  Norfolk  &  Western  or  the 
Chessie  System  with  access  into  the  Newark  aim;  Ches¬ 
sie  over  the  piment  Reading/IW  and  Norfolk  &  West¬ 
ern  would  have  access  froih  Buffalo  over  the  LV.  This 
structure  also  presumed  that  the  Erie-Lacka wanna 
would  not  open  up  its  traffic  in  the  Newark  area,  and 
therefore  the  neutral  terminal  company  would  not  be 
all  inclusive. 

As  compared  to  the  present  situation,  competition 
would  be  somewhat  diminished  as  many  lesser  markets 
would  have  single  carrier  service  only.  The  major  mar¬ 
kets  of  Newark,  Philadelphia  and  Allentown  would, 
however,  gain  a  greater  degree  of  competition  than  ex¬ 
ist  today.  Except  for  Jersey  City,  these  markets  do  not 
have  reciprocal  switching;  thus  a  shipper  located  on  the 
Penn  Central,  for  example,  must  generally  rente  traffic 
over  tliat  carrier  to  the  first  open  junction. 

With  the  neutral  terminal  company,  a  shipper  pres¬ 
ently  on  the  Penn  Central  could  route  traffic  out  di¬ 
rectly  on  either  Penn  Central  (ConRail  I)  or  Chessie 
System ;  similarly  a  shipper  on  the  Reading  could  route 
either  Chessie  or  ConRail  direct.  Clearly  this  structure 
is  more  competitive  than  the  ConRail  I  alternative  and, 
even  compared  to  today’s  situation,  would  represent 
incimsed  competition  in  the  major  markets. 

With  the  exception  of  Erie  Lackawanna,  the  impact 
on  solvents  of  the  ConRail  I/Neutrel  Terminal  Cmn-  - 
pany  option  was  judged  to  be  minimal.  Both  Chessie 
and  Norfolk  &  Western  would  gain  direct  access  into 
the  major  eastern  seaboard  markets  and  could  provide 
single  carrier  seiwice  without  reliance  on  bankrupt 
connections. 
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In  addition,  all  industries  would  be  “open”  in  these 
major  markets  and,  because  Penn  Central  tends  to  be 
the  largest  carrier  in  both  markets  now,  Chessie  and 
Norfolk  &  Western  potentially  could  gain  traffic  at  Con- 
Rail’s  expense.  This  threat  of  diversion  is  especially 
critical  in  the  early  years  when  ConRail’s  debilitated 
plant  and  equipment  shortages  would  place  it  at  a  com¬ 
petitive  disadvantage. 

The  impact  on  Erie-Lackawanna  would  be  negative. 
While  that  carrier  could  have  participated  in  addi¬ 
tional  Newark  area  traffic,  this  would  be  offset  by  addi¬ 
tional  single-carrier  competition  between  Newark  and 
the  midwest.  This  additional  service  could  be  an  es- 
I)ecially  critical  factor  for  service  sensitive  TOFC  traf¬ 
fic.  In  addition  to  the  Erie  Lackawanna’s  potential 
problems,  the  possibility  of  ConRail  severing  the 
Wilkes-Barre-to-Philadelphia  competitive  link  and 
isolating  Delaware  &  Hudson’s  north-south  flows  re¬ 
mains  a  possibility  under  this  alternative. 

From  an  operational  and  financial  point  of  view,  the 
ConRail  I/Neutral  Terminal  Company  option  was 
assessed  as  only  slightly  worse  than  the  ConRail  I  struc¬ 
ture.  The  neutral  terminal  concept  would  allow  termi¬ 
nal  rationalization  in  the  major  markets,  and  provision 
of  solvent  carrier  access  over  trackage  rights  would 
eliminate  the  requirement  for  duplicative  mainlines 
(except  for  the  present  I.ehigh  Valley  main  from  Sayre 
to  Buffalo,  if  the  Norfolk  &  Western  or  Chessie  were 
provided  access  from  that  Gateway). 

There  would  be  an  increase  in  yard  switching  hours 
at  the  neutral  terminals  resulting  from  the  requirement 
that  cars  be  sorted  into  and  out  of  line  haul  trains  in 
the  terminal  are^i  rather  than  making  direct  moves  to 
larger  and  potentially  more  efficient  classification  facili¬ 
ties  such  as  Rutherford  and  Enola.  Also,  there  would  be 
a  slight  increase  in  car  requirements  due  to  less  efficient 
handling  between  line  haul  carriers  and  the  neutral 
terminal  companies  at  these  points,  as  there  would  be 
some  division  of  responsibility  at  the  operational  level ; 
the  priorities  for  the  terminal  company  would  not 
always  mesh  with  that  of  the  line  haul  operator. 

Implementation  was  not  judged  to  be  a  serious  prob¬ 
lem.  More  entities  would  be  formed  than  with  CRCI 
but  they  would  be  relatively  small,  controlled  by  the 
line  haul  companies  and  would  encompass  areas  requir¬ 
ing  specialized  management  under  any  configuration. 

Overall,  the  Rail  Service  Planning  Office  comments 
and  those  received  from  shippei-s  and  the  general  pub¬ 
lic  were  much  more  favorable  towards  this  solution 
than  that  of  ConRail  I,  as  it  began  to  solve  some  of 
the  competitive  problems.  There  was  some  concern  ex¬ 
pressed  regarding  the  possible  deterioration  of  service ; 
the  experience  of  many  shippers  with  neutral  terminal 
companies  has  not  been  good.  Additional  concern  was 
expressed  regarding  the  level  of  surcharges  which  these 
terminal  companies  might  have  to  impose  to  cover  their 


costs.  While  these  terminals  are  costly  to  serve  the  same 
can  be  said  for  most  highly  congested  urban  terminal 
areas,  whether  on  the  eastern  seaboard  or  in  the  midwest 
or  on  the  west  coast. 

To  the  extent  that  certain  terminals  may  be  un¬ 
profitable,  it  is  probably  more  a  function  of  the  type  of 
traffic  handled  than  the  fact  that  it  originates  or  termi¬ 
nates  in  a  major  urban  area.  For  example,  the  major 
eastern  seaboard  population  centers  are  important  re¬ 
ceiver  of  agricultural  commodities,  such  as  fruits  and 
vegetables,  which  historically  move  at  low  rate  levels. 

The  failure  of  the  Erie I.Acha wanna  and  potential  loss 
of  competition  in  Northern  New  Jersey  makes  the  Con¬ 
Rail  I/Neutral  Terminal  Company  option  much  more 
attractive.  The  EL’s  failure  also  renders  moot  the  issue 
of  whether  a  solvent  carrier  should  have  access  to  the 
Newark  area  because  of  the  impact  on  EL.  While  the 
neutral  terminal  concept  does  tend  to  solve  the  Newark 
competitive  problem,  it  does  not  resolve  the  question  of 
competition  in  New  York  State  nor  the  continuation  of 
a  friendly  connection  for  the  Delaware  &  Hudson  at 
Binghamton  for  east-west.  The  change  in  EL’s  status  of 
the  Erie  thus  makes  the  concept  more  compelling  but 
renders  the  implementation  more  difficult. 

It  was  the  conclusion  of  the  Association  that  the 
basic  objective  of  the  ConRail  I/Neutral  Terminal  Com¬ 
pany  option — that  of  maintaining  competition  in  im¬ 
portant  markets  while  minimizing  the  duplication  of 
mainlines,  terminal  facilities,  and  operations  is  a  start 
towards  a  poss^ible  resolution  of  the  structure  problem. 
It  was  the  Board’s  assessment  however,  that  the  precise 
operational  plan  outlined  would  require  substantial  re¬ 
vision  in  light  of  the  Erie  Ijackawanna  situation.  Also, 
the  Association  was  reluctant  to  create  new  institutions 
which  would  be  a  barrier  to  the  efficient  functioning 
of  the  line  haul  carrier. 

ConRail  East  and  West 

As  originally  envisioned,  this  option  would  respond 
to  the  unique  operating  environment  of  an  area  in  which 
the  majority  of  duplicate  services  and  facilities  of  the 
bankrupt  carriers  are  located  and  in  which  the  North¬ 
east  Corridor  Passenger  Improvement  Program  will 
restrict  current  patterns  of  freight  operations.  The  alter¬ 
native  organizes  ConRail  East  as  a  major  terminal 
ope  ratio'll  in  the  area  east  of  Albany  and  Harrisburg; 
ConRail  West  would  be  a  separate  entity  consisting  of 
the  Penn  Central  lines  and  the  Ann  Arbor.  ConRail  East 
would  provide  all  switching  services  for  cars  originating 
and  terminating  in  the  area  and  would  then  provide  line 
haul  service  to  the  major  interchange  points  of  Selkirk, 
N.Y.  (Albany),  Allentowm,  Enola  (Harrisburg,  Pa.) 
and  Potomac  Yard  (Alexandria,  Va.) 

At  each  of  these  Gateways,  connecting  services  would 
be  available  from  two  or  more  carriers.  The  boundaries 
w’ere  drawn  to  encompass  the  lines  of  the  former  New 
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Haveaand  Southern  New  England  (except  those  in  the 
Boston  area),  the  Hudson  and  River  Divisions  of  the 
Penn  Central  as  far  as  Selkirk,  thence  a  line  east  of  the 
Delaware  &  Hudson/Lehigh  Valley  main  line  to  Allen¬ 
town.  Allentown  would  be  in  the  ConRail  East  area 
from  that  point,  CRC  East  would  go  to  Enola  and  then 
turn  southeasterly  to  the  Penn  Central’s  Columbia  and 
Port  Deposit  Branch  to  Perry  ville. 

The  Dclmarva  peninsula  was  assumed  to  be  in  CRC 
East.  Finally,  it  was  assumed  that  ConRail  East  would 
have  the  responsibility  for  all  of  the  present  Penn  Cen¬ 
tral’s  north-south  traflSc  moving  between  Selkirk, 
Newark,  Philadelphia  and  Washington.  Baltimore  and 
Boston  were  excluded  from  the  CRC  East  as  they  have 
competitive  services. 

On  long  haul  traffic,  more  competition  would  be  avail¬ 
able  than  now  exists  for  shippers  within  this  geographic 
area.  Conversely,  for  short  haul  traffic  (such  as  New 
Haven  to  Baltimore),  ConRail  East  would  enjoy  a  total 
monopoly.  The  routing  options  for  a  shipper  at  Phila¬ 
delphia  would  be  even  more  extensive  than  would  be  the 
case  if  a  neutral  terminal  company  existed.  For  ex¬ 
ample,  a  shipper  now  located  on  the  Penn  Central  in 
Philadelphia  would  have  an  option  of  routing  a  car  to 
Harrisburg  where  two  carriers  (Chessie  and  ConRail 
West)  would  be  available,  or  the  car  could  be  routed 
to  Allentown  for  delivery  to  the  Norfolk  &  Western. 

Similarly,  a  shipper  in  New  Haven,  now  captive 
on  the  Penn  Central’s  system,  would  have  the  capability 
of  sending  a  car  destined  for  Chicago  to  either  Selkirk 
or  Allentown  or  Harrisburg  and  would  have  a  choice 
of  ConRail  West,  Cliessie,  Norfolk  &  Western  or  (prior 
to  its  failure)  the  Erie  Lackawanna  for  line  haul  move¬ 
ment.  Thus,  the  ConRail  concept  opens  up  a  large  area 
to  more  competitive  long  haul  service  than  exists  today, 
even  though  it  would  create  a  monopoly  for  the  limited 
number  of  short  haul  moves  within  the  defined  area. 

Except  for  the  Erie  I.(ackawanna  and  perhaps  the 
Delaware  &  Hudson  for  its  north-south  flows  over 
Wilkes-Barre,  the  impact  on  the  solvents  would  gen¬ 
erally  be  favorable  in  comparison  to  what  exists  today. 
A  very  large  traffic  base — some  two  million-plus  car¬ 
loads  originating  and  terminating  annually — ^would  be 
potentially  available;  much  of  this  traffic  is  now  captive 
to  the  Penn  Central  System. 

The  operational  factors  and  the  financial  r*esults  for 
ConRail  East  and  West  show  a  marked  deterioration 
from  the  ConRail  I  baseline.  ConRail  East  functions 
as  a  “giant  New  Haven.”  Because  of  its  size,  it  is  un¬ 
likely  that  it  could  be  managed  as  a  joint  operation 
under  the  managerial  control  of  the  connecting  carriers; 
its  objectives  are  not  therefore  likely  to  mesh  wdth  those 
of  its  connecting  lines. 

This  option  allows  virtually  the  same  degree  of  plant 
and  terminal  rationalization  as  with  ConRail  I,  the 
major  deterioration  in  operating  and  financial  perform¬ 
ance  is  in  the  area  of  car  requirements  and  switching. 


This  poor  performance  is  due  in  turn  to  the  balkaniza¬ 
tion  of  responsibility ;  as  a  connector  to  many  trunk  line 
carriers,  ConRail  East  is  really  responsible  to  no  one, 
nor  does  it  have  great  incentives  to  form  a  “natural 
alliance”  such  as  Boston  &  Maine  has  with  Delaware  & 
Hudson. 

Financially,  ConRail  East  appeared  to  be  a  major 
loser  throughout  the  10-year  forecast.  These  losses  were 
not  offset  by  profits  of  the  western  company;  it  was 
about  as  profitable  as  the  larger  CRCI.  By  opening  up 
a  large  portion  of  the  present  east  coast  Penn  Central 
traffic  base,  the  ConRail  West  could  suffer  substantial 
traffic  losses  to  both  Chessie  and  the  Norfolk  &  Westeni, 
in  addition,  the  rehabilitation  costs  are  highly  concen¬ 
trated  on  ConRail  West. 

This  structure  presents  some  implementation  prob¬ 
lems.  It  breaks  through  flows  presently  moving  over  the 
Penn  Central.  ConRail  East  is  formed  by  amalgamat¬ 
ing  most  of  the  smaller  bankrupts  with  the  Penn  Cen¬ 
tral  lines  within  that  territory  and,  these  Penn  Central 
lines  must  be  sheared  from  the  present  operating  com¬ 
pany;  an  “unmerger”  and  a  merger  are  occurring  simul¬ 
taneously.  It  is  believed  that  the  implementation  prob¬ 
lems  are  manageable,  however,  as  the  interface  points 
have  been  kept  to  a  minimum  and  are  located  at  yards 
where  there  is  already  a  significant  amount  of  inter¬ 
mediate  switching  activity. 

Furthermore,  the  present  Penn  Central  operational 
management  structure  already  recognizes  the  unique 
problems  in  the  cast — especially  those  dealing  with  the 
heavy  flows  of  intercity  passenger  and  commuter 
trains — and  thus,  to  a  large  degree,  an  autonomous 
management  structure  has  already  been  developed. 

While  RSPO  had  little  to  say  about  this  alternative 
beyond  a  reference  that  it  was  largely  an  expansion  of 
the  neutral  terminal  company  structure,  shippers  and 
states  had  much  .stronger  opinions.  Both  groups  tended 
to  view  ConRail  East  as  an  expanded  version  of  the  old 
New  Haven  and  expressed  concern  that  it  embodied  the 
worst  of  all  possible  worlds — a  potentially  monopolistic 
attitude  (unlike  neutral  terminal  companies,  the  line 
haul  carriers  would  have  little  influence  on  its  operating 
policies)  and  a  feeling  that,  if  it  failed,  it  would  fail 
on  such  a  large  scale  as  effectively  to  destroy  rail  trans¬ 
portation  on  the  eastern  seaboard. 

Also,  many  shippers  and  states  saw  it  as  an  attempt 
to  “contain”  nationalization  and  visualized  the  ConRail 
East  company  as  being  a  permanent  loser,  forever  on 
the  federal  dole.  The  concept  did  receive  considerable 
support  from  solvent  carriers ;  they  felt  that  the  eastern 
seaboard  had  so  many  problems  in  terms  of  passenger 
operations  and  duplicative,  obsolete  facilities  that  it 
would  be  a  hopeless  drain  on  profitability  were  they  to 
participate  in  any  aspects  of  these  markets.  Thus,  Con¬ 
Rail  East  effectively  walled  off  what  they  believed  to  be 
an  extremely  high  risk  area  (especially  because  of  the 
passenger  service) ,  while  concurrently  providing  them 
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with  access  to  a  far  larger  traffic  base  than  they  pres¬ 
ently  enjoy. 

As  was  the  case  with  the  neutral  terminal  option, 
failure  of  the  Erie  Lackawanna  makes  the  concept 
easier  to  implement  (EL  had  indicated  no  desire  to 
transfer  its  eastern  properties  to  ConRail  East),  and 
the  difficult  decision  as  to  whether  a  solvent  carrier 
should  be  allowed  access  east  from  Buffalo  to  the  detri¬ 
ment  of  Erie-Lackawanna  is  avoided. 

Inclusion  of  the  EL  into  the  planning  process, 
coupled  with  a  ConRail  East,  would  also  allow  exten¬ 
sion  of  the  solvent  carrier  from  Buffalo  with  a  mini¬ 
mum  of  facility  duplication.  CRC  East  does  not  resolve 
the  basic  dilemma  of  what  to  do  with  the  Erie  Lack¬ 
awanna  route  through  Southern  New  York  to  Bing¬ 
hamton.  The  implications  of  a  failure  to  solve  this 
access  problem  could  result  in  the  ConRail  East  effec¬ 
tively  encompassing  the  Delaware  &  Hudson  and 
Boston  &  Maine  as  they  would  lack  friendly  connections 
for  their  tndfic. 

In  the  judgment  of  the  Association,  the  ConRail 
East/Pemi  Central  West  sohition  should  be  rejected. 
The  financial  results  indicate  a  high  probability  that 
ConRail  East  effectively  would  be  a  nationalized  feeder 
system  on  the  eastern  seaboard.  This,  coupled  with  the 
hostility  of  the  eastern  seaboard  states  to  the  concept, 
make  it  extremely  unattractive. 

# 

ConRail  North  and  ConRail  South 

✓ 

In  the  ConRail  North  and  ConRail  South  alterna¬ 
tive,  consideration  was  given  to  the  unmerging  of  the 
Penn  Central  system.  There  is  a  large  body  of  both  pro¬ 
fessional  and  lay  opinion  that  the  Penn  Central  merger 
was  a  mistake  and  that  many  of  the  difficulties  of  that 
carrier  can  be  ascribed  to  its  size.  This  alternative  would 
break  up  the  Penn  Central  into  tw’o  firms  with  route 
structures  roughly  following  the  mainlines  of  the  pre¬ 
merger  Pennsylvania  and  New  York  Central  Railroads. 

The  smaller  bankrupts  would  then  be  merged  into 
one  of  the  two  systems.  The  operational  plans  studied 
assumed  that  the  Reading  would  be  merged  with  Con¬ 
Rail  South  and  that  the  Central  of  New  Jersey,  the 
Lehigh  Valley,  the  Lehigh  &  Hudson  River  and  the 
Ann  Arbor  would  be  merged  with  ConRail  North.  The 
former  New  Haven  properties  would  go  to  ConRail 
North. 

In  developing  this  structure,  a  primary  goal  was  to 
hold  duplication  of  plant  and  facilities  to  an  absolute 
minimum  and  to  minimize  fragmentation  of  traffic 
flows  insofar  as  was  feasible.  The  huge  cost  of  rehabil¬ 
itation  made  it  apparent  that,  were  the  Pennsylvania 
and  New  York  Central  recreated  in  their  former  dupli¬ 
cative  fashion,  there  could  be  no  }X)8sible  financial  jus¬ 
tification  for  this  alternative.  Therefore,  joint  trackage 
and  joint  terminal  operations  were  assumed  wherever 
possible,  except  for  New  York  to  Chicago  and  New 


York  to  St.  Louis,  and  the  overriding  goal  elsewhere 
was  to  avoid  fragmentation  of  traffic  flow  facilities.  To 
a  large  degree,  the  basic  system  configuration,  except  for 
the  densest  mainlines,  was  a  derived  function  based  on 
minimizing  the  fragmentation  traffic  flows. 

Overall,  some  deterioration  of  service  could  be  meas¬ 
ured.  For  those  flows  which  had  to  be  interchanged,  an 
additional  delay  was  added  to  the  process.  Overall, 
however,  this  service  degradation  was  not  assessed  to 
l)e  very  severe  and  not  of  sufficient  magnitude  to  war¬ 
rant  rejection  of  the  concept. 

As  the  lesser  bankrupts  have  been  assigned  to  Con¬ 
Rail  North  or  ConRail  South  in  such  a  manner  as  to 
reduce  duplication,  the  resulting  competitive  structure 
is  quite  similar  to  that  of  ConRail  I  in  that  area  east 
of  the  Ohio/Pennsylvania  line.  The  exception  is  the 
Newark  area  where  both  carriers  would  provide  serv¬ 
ice.  Philadelphia,  as  was  the  case  with  ConRail  I,  would 
find  itself  virtually  monopolized  by  the  ConRail  South 
system.  There  would  be  some  addition  in  cmnpetition 
in  the  States  of  Ohio,  Indiana  and  Illinois,  but  this  was 
held  to  an  absolute  minimum  to  minimize  costs  and 
bec'ause  the  solvent  carriers’  presence  in  these  states 
already  provides  adequate  competition. 

While  competition,  measured  by  market  dominance 
in  individual  markets,  is  not  much  different  from  CRC 
I,  there  is  an  intangible  factor  which  must  be  consid- 
ei-ed.  Unmerging  the  Penn  Central  does  provide  two 
carriers  more  similar  in  size  to  Ohessie  and  Norfolk 
&  Western  and  thereby  results  in  a  system  less  likely 
to  affect  adversely  either  of  those  carriers.  Furthermore, 
if  only  one  of  the  resulting  systems  were  to  fail,  it  is  less 
likely  to  require  major  federal  intervention. 

The  impact  on  solvents  is  judged  to  be  about  the  same 
as  under  ConRail  I,  given  the  alignment  of  smaller 
carriers  which  has  been  set  up.  There  is  an  offset  to 
this,  however,  in  that  each  of  the  solvent  carriers  would 
tend  to  form  a  working  relationship  with  ConRail 
North  (a  likely  partner  would  be  Ohessie  for  many 
flows) ,  and  ConRail  South  would  find  “friendly”  con¬ 
nections  such  as  N&W  and  DT&I.  The  primary  advan¬ 
tage,  as  noted  above,  would  be  that  the  solvents  would 
no  longer  be  up  against  a  system  largely  dominating 
most  market  pairs  in  the  Region. 

The  operational  and  financial  results  for  ConRail 
North  and  ConRail  South  are  the  least  attractive  of  the 
stmctures  analyzed.  Despite  attempts  to  operate  the 
two  systems  as  efficiently  as  possible,  including  joint 
use  of  yards  and  tracks,  the  operation  of  run  through 
trains  wherever  practical,  and  actually  building  the 
systems  around  the  traffic  flows  as  much  as  possible,  the 
results  are  significantly  woise  than  for  ConRail  I. 

The  fixed  plant  costs,  including  rehabilitation,  stayed 
approximately  the  same,  reflecting  the  heavy  use  of 
joint  operations,  but  the  introduction  of  two  systems  has 
a  significant  impact  on  car  turnaround  times  for  certain 
flows  which  now  must  be  switched  between  railroads 
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and  also  because  flows  are  fra^ented,  e.g.,  heavy  flows 
between  New  York  and  Chicago  are  split  between  the 
North  and  South  systems.  Furthermore,  car  rents  go  up 
significantly  because  of  the  need  of  the  two  competitive 
systems  to  maintain  surplus  cars  for  competitive 
purposes. 

In  terms  of  the  ability  to  implement,  this  is  by  far 
the  most  complex  structural  option.  t)ismemberment 
of  a  railway  firm  this  size  has  never  been  attempted 
before.  Bas^  on  industry  experience  that  effective  im¬ 
plementation  of  a  large  scale  merger  takes  approxi¬ 
mately  five  years  (Seaboard  Coast  Line,  Burlington 
Northern),  it  is  USRA’s  assessment  that  the  unmerger 
of  Penn  Central  would  take  at  least  that  long  and 
possibly  could  run  to  a  full  decade. 

Stafling  of  the  two  separate  entities  is  difficult,  given 
existing  shortages  of  qualified  management.  Many  of 
the  work  functions  have  been  consolidated  since  merger ; 
this  structure  would  involve  relocation  of  personnel; 
work  now  concentrated  at  Altoona  and  Samuel  Ray 
Shop  at  Holidaysburg,  for  example,  would  be  split  with 
a  significant  number  of  the  skilled  workers  being  re¬ 
quired  at  a  new  major  shop  on  ConRail  North. 

The  RSPO  expressed  concern  about  the  duplication 
of  facilities  which  would  result  from  the  ConRail  North 
and  South  split.  Comments  from  state  and  local  plan¬ 
ners,  from  transportation  economists  and  from  a  large 
segment  of  the  general  public,  however,  indicate  a  broad 
support  for  the  unmerger  alternative.  This  support 
seems  to  be  based  on  three  factors:  (1)  the  feeling  that 
the  merger  was  a  grievous  mistake,  (2)  a  fear  that  if 
Penn  Central  stays  intact  and  in  fact  grows  somewhat 
larger,  another  failure  of  that  company  would  likely 
lead  to  nationalization,  and  (3)  that  unmerging  of  the 
Penn  Central  would  provide  better  competitive  balance 
based  on  a  four-system  east  comijetitive  network. 

It  is  further  argued  that  the  unmerging  would  allow, 
eventually,  amalgamation  with  the  solvents  in  the  re¬ 
gion  to  produce  a  basic  two-carrier  system  or  facilitate 
end-to-end  mergers.  \^Tiile  many  shippers  supported 
the  idea  in  the  abstract,  there  was  concern  expressed 
about  whether  it  could  in  fact  be  implemented  and  a 
fear  of  service  deterioration  during  the  implementation 
process.  Most  rail  carriers,  even  those  that  stood  to  gain 
competitively,  were  dubious  about  the  possibilities  for 
implementation. 

Erie  I^ackawanna’s  changed  status  complicates  the 
ConRail  North  and  South  structure  significantly.  The 
EL  does  not  fit  with  the  North  System  without  creating 
a  monopoly  in  New  England  and  all  of  New  York 
State.  It  could  be  merged  with  ConRail  South,  but  this 


in  essence  would  be  adding  to  the  duplication  of  facili¬ 
ties,  an  unattractive  choice  given  the  financial  results 
for  ConRail  North  and  South.  This  structural  option 
therefore  does  not  solve  the  Erie  Lackawanna  problem. 

It  was  the  judgment  of  the  Association  that  the 
ConRail  North  and  South  structure  should  be  rejected 
because  of  its  poor  financial  performance  compared 
against  the  other  alternatives  and,  more  importantly, 
the  serious  question  of  how  the  process  of  breaking  up 
the  Penn  Central  could  be  accomplished.  While  the 
structure  was  attractive  in  terms  of  its  long  term  possi¬ 
bilities,  it  was  judged  that  these  advantages  did  not  war¬ 
rant  the  risk  inherent  in  creating  another  five  or  possi¬ 
bly  10  years  of  instability  in  the  Region’s  rail  services 
caused  by  the  unmerging  process. 

Middle  Atlantic  Rdil  Proposal 

In  the  public  discussions  following  the  issuance  of  the 
Annual  Report,  there  was  considerable  opinion  voiced 
that  USRA  should  have  also  studied  merger  of  CNJ, 
RDG  and  LV  into  a  single  entity — Middle  Atlantic 
Rail  (MARC).  This  alternative,  it  was  argued,  could 
be  implemented  readilj^  and  would  provide  the  neces¬ 
sary  competition. 

The  original  USRA  rejection  of  the  concept  was  based 
on  several  factors.  A  USRA  consultant,  Strong  Wis- 
hart  &  Associates,  looked  at  the  financial  projections 
that  indicated  the  MARC  amalgamation  would  be  a 
disaster.  MARC  had  too  much  duplication,  resulting  in 
excessive  rehabilitation  costs.  It  was  a  system  which  was 
inherently  dependent  on  the  solvent  carriers  in  the  Re¬ 
gion;  if  they  chose  to  give  MAR(^  active  support,  it 
could  have  a  degree  of  success,  but  if  they  did  not  it 
would  fail.  MARC  alone  would  not  result  in  effective 
competition;  it  was  the  link  up  of  MARC  with  the 
solvent  carriers  which  truly  provided  the  balanco  to 
Penn  C^entral. 

In  working  with  the  other  structural  options,  ways 
were  found  to  achieve  some  of  the  benefits  of  competi¬ 
tion  without  having  to  duplicate  facilities  everywhere. 
Detailed  analysis  of  line  haul  coordination  projects  in 
the  west  indicated  that  one  could,  in  fact,  operate  com¬ 
petitive  services  over  the  same  fixed  plant  without 
degradation  in  service  levels.  As  a  result  of  the  Erie 
Lackawanna  change,  the  Association  l>egan  to  under¬ 
take  a  more  detailed  study  of  how  MARC  might  func¬ 
tion  and  what  its  firiancial  results  would  be  if  the  MARC 
roads  were  merged  with  EL.  This  MARC-EL  alterna¬ 
tive  is  still  under  study  by  USRA  but  definitive  results 
are  not  yet  available. 
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APPENDIX  D 

Coordination  Projects 


Significance  of  Section  206(d)(3)  h’ndings 

The  specific  requirements  of  Section  206(d)(3)  are 
clearly  intended  to  place  certain  limitations  on  acqui¬ 
sitions  by  profitable  railroads  as  part  of  the  restruc¬ 
turing  of  a  regional  rail  system.  At  the  same  time 
Section  206(d)(3)  must  be  applied  in  a  way  which 
balances  its  specific  intent  with  the  general  purposes 
of  the  Act  and  goals  of  the  Final  System  Plan.  This  . 
means  that  Section  206(d)  (3)  should  be  applied  so  as 

(i)  to  eliminate  from  further  consideration  those  pro¬ 
posed  acquisitions  by  a  profitable  railroad  as  to  which, 
whether  singly  or  cumulatively,  USRA  is  now  unable 
to  find  a  lack  of  material  impairment  of  profitability 
of  ConRail  or  any  other  railroad  in  the  Region,  but 

(ii)  not  to  preclude,  prematurely  and  permanently,  as 
possible  final  system  plan  designations,  various  pro¬ 
posed  acquisitions  which  may  ultimately  be  shown  to 
further  the  purposes  and  goals  of  the  Act  and  plan. 

^  It  must  be  emphasized  that  the  Association’s  deter¬ 
minations  under  Section  206(d)(3)  cover  nothing 
more  than  the  issue  of  material  impairment  of  profit¬ 
ability.  They  are  not  general  public  interest  findings, 
nor  are  they  addressed  to  whether  any  particular  acqui¬ 
sitions  would  ultimately  prove  consistent  with  the  goals 
and  purposes  of  the  plan  and  Act. 

Section  206(d)(3)  requires  that  USRA’s  “material 
impairment  of  profitability”  determinations  be  made  at 
the  time  of  adoption  and  release  of  the  preliminary 
system  plan.  Within  the  next  90  days  the  I.C.C.  is  re¬ 


quired  to  make  further  determinations  as  to  the  con¬ 
sistency  of  those  proposed  acquisitions  not  excluded 
from  further  consideration  by  the  Association  with  the 
standards  of  Section  5  of  the  Interstate  Commerce  Act. 

Those  proposed  acquisitions  which  remain  following 
all  the  processes  of  Section  206(d)  (3)  may  or  may  not 
be  included  in  the  final  system  plan,  whether  as  actual 
designations  under  Section  206(c)  or  as  recommenda¬ 
tions  for  future  considerations  under  Section  206(g). 

Coordination  and  Minor  Market  Extensions 

Appendix  D-1  is  comprised  of  proposals  by  carriers 
within  the  Region  to  implement  trackage  coordination 
agivements  and  minor  market  extensions.  The  former 
type  of  proposals  will  produce  cost  savings  and  do  not 
involve  any  shift  in  markets.  The  latter  involves  exten¬ 
sions  to  relatively  small  markets.  Savings  which  would 
be  realized  by  the  railroads  through  implementation  of 
trackage  right  agreements  will  not  adversely  affect  any 
other  railroad  in  the  Region.  Consequently,  USRA  has 
detenhinod  that  they  will  not,  either  singly  or  cumula¬ 
tively,  materially  impair  the  profitability  of  any  rail¬ 
road  including  ConRail  in  the  Region.  It  has  also  deter¬ 
mined  that  the  minor  market  changes  which  involve 
insignificant  traffic  shifts  will  not,  either  singly  or  cumu¬ 
latively,  impair  the  profitability  of  any  railroad  includ¬ 
ing  ConRail  in  the  Region.  Objection  from  other 
railroads  to  any  of  these  projects  has  been  minimal. 
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Appendix  D-1  {Coordination  and  Minor  Market  Extensions) 

Coordinations  and  minor  market  extensions  that  will  not  materially  impair  the  profitability,  either  singly  or  cumulatively,  of  any  railroad 

in  the  Region  or  ConRail 


-  Desortptlon  of  projoct 


Service  oontinned 


IL-1 . 1  Bement,  IlL,  SuUivaii,  ni. 


Norfolk  A  Western  to  ebandon  its  line  from  Bement  to  Hammond,  III . . .  BAO.. 

Sullivan,  with  intersectinK  railroads  to  acquire  the  I  ILovington,  Ill.] . : _ _  PC _ 

N&W  track  and  traffic  at  or  near  the  points  shown  j  Sullivan,  in .  CAEI. 

under  “Service  continued.”  Sullivan,  ni .  ICQ.. 


IL-2 .  Elvaston,  ni.,Venaillee,ni. 


IL-a .  Joan,  DL,  Mitchell.  lU. 


IL-4 .  Beardstown,  lU.,  Springfield,  Dl. 


IIr-6 .  Flora,  01.,  Shawneetown,  01. 


NorfMk  A  Western  to  abandon  its  line  from  Versailles  Carthage,  Ol .  BN _ 

to  Elvaston,  its  trackage  rights  over  Toledo,  Peoria  Elvaston,  01 .  TP&W. 

A  W’estem  from  Elvaston  to  Keokuk,  Iowa,  and  its  Golden,  Ol .  BN _ 

trackage  rights  over  Burlington  Northern  from 
Quincy  to  Oolden,  and  turn  its  Keokuk  traffic  over  to 
TP&W  at  either  Peoria  or  Forrest  for  handling  into 
Keokuk  for  a  per  car  charge.  Intersecting  railroads 
would  acquire  the  NAW  track  and  traffic  at  or  near 
the  points  shown  under  “Service  continued.” 

Burlington  Northern  and  Chicago  A  Eastern  Illinois  All  points  on  acquired  segment .  BN _ 

(Missouri  Pacific)  to  Jointly  acquire  the  Penn  Central  C&  El., 

line  from  Joan  to  Mitchell  over  which  CAEI  cur¬ 
rently  has  trackage  rights.  Penn  Central  (ConRail) 
would  retain  trackage  rights  over  the  line  if  it  so 
desired. 

Baltimore  A  Ohio  (Chessie  System)  to  abandon  its  Ashland.  Ill .  ICQ... 

line  from  Springfield  to  Beardstown  width  inter-  Beardstown,  Ill.. .  BN _ 

sectlng  railroads  to  acquire  the  B  AO  track  and  traffic 
at  or  near  the  points  shown  under  “Service  Con¬ 
tinued.” 

Baltimore  A  Ohio  (Chessie  System)  to  abandon  its  Duncan,  HI .  LAN.. 

line  from  Flora  to  Shawneetown,  with  Intersecting  Enfield,  Ill . . .  LAN.. 

railroads  to  acquire  the  BAO  track  and  traffic  at  Fairfield,  Ill.. . . .  SOU _ 

OT  near  the  points  shown  under  “Service  continued.”  Junction,  Ill . . .  LAN.. 


Ashland,  in .  ICQ. 


Enfield,  HI .  LAN. 

Fairfield,  HI .  SOU.. 

Junction,  HI . LAN. 

New  Shawneetown,  HI .  LAN. 

(Norris  City,  HI. 1 . PC... 

Shawneetown,  HI .  LAN. 

Wyatt,  Ill .  LAN. 


IL-6 .  Danville,  HI.,  WestviUe,  m .  Chicago  A  Eastern  Illinois  (Missouri  Pacific)  to  ac¬ 

quire  from  Penn  Central  a  line  from  WestviUe  north 
to  the  Pecula  A  Eastern  (PC)  near  Tilton  and  east 
over  the  PAE  to  a  point  aritbin  DanvUle.  CAEI 
currently  has  trackage  rights  over  this  segment,  and 
Perm  Central  (ConRail)  could  retain  trackage 
rights  over  the  segment  if  it  so  desired. 

lL-7 _  Chicago,  HI.,  DanvUle,  HI.,  Paris,  m...  Louisville  A  Nashville  (FamUy  Lines)  to  grant  Penn 

Central  (ConRail)  trackage  rights  over  its  Une  from 
Paris  to  DanvUle  and  The  Milwaukee  Road  to  grant 
PC  trackage  rights  from  DanviUe  to  Chicago  (Blue 
Island),  allowing  PC  to  abandon  its  Une  from  Paris 
through  DanvUle  to  Chicago.  PC  track  and  trafllc  at 
or  near  the  points  shown  .under  “Service  continued” 
would  be  acquired  by  intersecting  railroads. 

IL-S .  E.  St.  Louis,  m.,  Pana,  HI.,  Terre  Chicago  A  Eastern  HUimUs  (Missouri  Pacific)  to  ac- 

Haute,  Ind.  quire  from  Penn  Central  its  line  from  E.  St.  Louis 

to  Pana,  aUowiug  PC  to  downgrade  or  abandon  its 
Une  from  Pana  to  Terre  Haute  (Paris).  CAEI 
now  has  trackage  rights  over  this  segment,  and 
would  grant  Perm  Central  (ConRail)  trackage 
rights  should  it  desire  to  keep  the  Une  intact  as  a 
through  route.  * 

IL-0 .  E.  Peoria,  lU.,  Farmdale  Jet.,  HI .  Norfolk  A  Western  to  abandon  its  Une  from  east  Peoria 

to  Farmdale  Junction  and  acquire  trackage  rights 
between  those  points  over  Toledo,  Peoria  A  Western. 
IlUirois  Terminal  Railroad,  which  now  has  trackage 
rights  over  NAW,  would  also  operate  over  TPAW. 

IL-IO -  BridgeJct.,IU.,  East  Alton,  HI .  IlUnob  Central  Oulf  to  acquire  Penn  Central's  Une 

from  Bridge  Junction  to  East  Alton,  a  large  portion 
of  which  IC  Q  and  PC  currently  operate  on  a  paired 
j  track  basis.  Burlington  Northern,  Chicago  A  Eastern 
I  IlUnois  (Missouri  Pacific),  and  HUnois  Terminal  now 
I  have  trackage  rights  over  this  segment  and  such 
rights  would  continue.  PC  (ConRail)  would  also  be 
'  granted  trackage  rights  if  it  so  desired. 

See  notes  at  end  of  table. 


All  points  on  acquired  segment .  CAEI. 


Chrisman,  lU . .  BAO.. 

Handy,  Ind .  NAW. 

Ridge  Farm,  HI . . .  NAW. 

St.  John,  Ind .  LAN. 

WestviUe.  Hi . : .  CAEI. 

(Kentland,  lU.J . .  PC... 

(Sheff,  Ind.) . . .  PC... 

(8t.  John.  Ind.] .  PC... 

Schndder,  Ind.. .  PC _ 

All  points  on  acquired  segment .  CAEI. 


No  Industries  on  abandoned  Une. 


All  points  on  acquired  segment .  ICQ. 
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Appendix  D-1  {CoordiruUion  and  Minor  Market  Extensions) — Continued 

Coordinations  and  minor  market  extensions  that  will  not  materially  impair  the  probability,  either  singly  or  cumulatively,  of  any  railroad 

in  the  Region  or  ConRail — Continued 


Preset 


Location 


Deacription  of  project 


Service  continued 


Location 


By 


Note 


IL-11.... 


Indianapolis,  Ind.,  Decatur,  Ill. 


IL-12.... 


IL-13.... 


Boody,  Ill.,  Springfield,  III.,  Taylor- 
vlUe,  ni. 


Flora,  Ill.,  Springfield,  Ill. 


IL-14.... 

IL-AO.. 

IN-I.. 


America,  Ill.,  Forman,  Ill. 
Various . 


IN-2. 


Jeffersonville,  Ind.,  Louisville,  Ky., 
N.  Vernon,  Ind.,  Seymour,  Ind. 


Connersville,  Ind.,  New  Castle,  Ind.. 


IN-3. 


IN-4. 


Cottage  Qrove,  Ind.,  Indianapolis,  Ind.. 


Dillon,  Ind.,  Oary,  Ind. 


IN-5. 


Chicago  Hts.,  Ill.,  Porter,  Ind. 


IN-«. 


Fort  Wayne,  Ind.,  Muncle,  Ind. 


IN-7.... 


Montpelier,  Ohio,  Wakanisa,  Ind. 


Baltimore  A  Ohio  (Chessie  System)  to  abandon  its 
lines  from  Indianapolis  (Speedway),  Ind.,  to  New* 
man.  Ill.,  and  from  Ficklin,  Ill.,  to  Decatur,  III.,  and 
acquire  trackage  rights  over  Penn  Central  from 
Indianapolis  to  Decatur  via  Terre  Haute.  B&O 
would  also  acquire  trackage  rights  over  Illinois 
Central  Oulf  from  Areola  to  Tuscola  so  it  could 
cemtinue  service  on  its  remaining  line  between  Fick¬ 
lin  and  Newman.  Intersecting  railroads  would 
acquire  the  abandoned  BAO  track  and  traffic  at 
or  near  the  points  shown  under  “Service  continued.” 

Baltimore  A  Ohio  (Chessie  System)  to  abandon  its 
line  from  Boody  to  Springfield  and  either  acquire 
trackage  rights  over  Norfolk  A  Western  from  Boody 
to  Taylorville  and  operate  over  its  own  line  from 
Tayhtrville  to  Springfield,  or  acquire  trackage  rights 
over  N&W  directly  from  Decatur  to  Springfield. 

Baltim^  A  Ohio  to  abandon  its  line  from  Flora  to 
Springfield,  with  intersecting  railroads  to  acquire 
the  BAO  track  and  traffic  at  or  near  the  points 
shown  under  “Service  Continued.” 


Burlington  Northern  to  acquire  Penn  Central’s  line 
from  America  to  Forman. 

For  other  coordinations  and  minor  market  extensions 
that  involve  the  State  of  IlUnots  to  a  lesser  extent, 
see  projects  IN-5,  IN-8,  and  IN-14. 

Baltimore  A  Ohio  (Chessie  System)  to  abandon  its 
line  from  North  Vernon  to  Jeffersonville  (Louisville) 
and  acquire  trackage  rights  over  Penn  Central 
(ConRail)  from  Seymour  to  Jeffersonville;  or  BAO 
to  grant  PC  (ConRail)  trackage  rights  from  North 
Vernon  to  Jeffersonville  allowing  PC  (ConRail)  to 
abandon  Seymour  to  Jeffersonville. 

Norfolk  A  Western  to  abandon  its  lines  from  New 
Castle  to  Cambridge  City  and  from  Beeson  to 
Connersville,  with  Penn  Central  (ConRail)  to 
acquire  the  portion  between  Cambridge  City  and 
Beeson  over  which  it  now  has  trackage  rights. 
Intersecting  railroads  would  acquire  the  NAW, 
track  and  traffic  at  or  near  the  points  shown  under 
“Service  continued.” 

Baltimore  A  Ohio  (Chessie  System)  to  abandon  its 
line  from  Cottage  Qrove  to  Indianapolis  and  acquire 
trackage  rights  over  Penn  Central  (ConRail)  from 
Cincinnati  to  Indianapolis.  Intersecting  railroads 
would  acquire  the  BAO  track  and  traffic  at  or  near 
the  points  shown  under  “Service  Continued.” 

Norfolk  A  Western  to  abandon  its  line  from  Dillon  to 
Gary  (ToUeston)  with  intersecting  railroads  to 
acquire  the  NAW  track  and  traffic  at  or  near  the 
paints  shown  under  “Service  Continued.” 

Elgin,  Joliet  A  Eastern  to  grant  Penn  Central  (Con¬ 
Rail)  trackage  rights  over  its  line  from  Porter  to 
Chicago  Heights,  allowing  PC  (ConRail)  to  aban¬ 
don  its  parallel  line. 

Norfolk  A  Western  to  abandon  its  lines  from  Fort 
Wayne  (Waynedale)  to  Kingsland  and  Bluffton  to 
Muncie,  with  Erie-Lackawanna  to  acquire  the 
remaining  segment  between  Kingsland  and  Bluff- 
ton.  Intersecting  railroads  would  acquire  the  NAW 
track  and  traffic  at  or  near  the  points  shown  under 
“Service  Continued.” 

Norfolk  A  Western  to  abandon  its  lines  trom  Montpelier 
(Pergo),  Ohio,  to  Topeka,  Indiana,  and  from  Millers- 
burg,  Indiana,  to  Wakanisa,  Indiana,  with  the 
remaining  segment  between  Topeka  and  Millers- 
burg  to  be  acquired  by  Perm  Central  (ConRail)  or 
also  abandoned.  Interserving  railroads  would  acquire 
the  NAW  track  and  traffic  at. or  near  the  points 
shown  under  “Service  Continued.” 


Chrlsman,  Ill _ 

[Quion,  Ind.] _ 

Hammond,  Ill... 
Hillsdale,  Ind.... 

MetcaU.ni _ 

Roaehdale,  Ind- 
W.  Dana,  Ind _ 


None  on  the  abandoned  segment. 


[Altamont,  Ill.) . . . . . 

Cowden,  Ill . 

Edgewood,  Ill . 

[Pana,  lU.} . 

Pana,  Ill . 

Taylorville,  111 . 

[Tower  HIU,  lU.] . . 

All  points  on  acquired  segment  now 
receiving  rail  service. 

Not  applicable . 


None  on  the  segment  to  be  abandoned. 


(Beeson,  Ind.] . 

Connersville,  Ind.. 
(Connersville,  Ind.] 
(Milton,  Ind.] . 


Connersville,  Ind... 
(Connersville,  Ind.]. 

Rushville,  Ind . 

[Rushville,  Ind.] _ 

Westville,  Ind _ 


None  on  the  segment  to  be  abandoned. 


Bluffton,  Ind . . 

Hartford  City,  Ind 
Kingsland,  Ind.... 


Millersburg,  Ind . . . 

New  Paris,  Ind _ 

Topeka,  Ind . . 

[WalcottvlUe,  Ind.] 


PC.... 

PC.... 

NAW.. 

LAN_. 

NAW.. 

LAN_ 

MILW. 


PC.... 

NAW_ 

ICO.. 

PC.... 

ICO.. 

NAW.. 

PC.... 


BN. 


N/A. 


PC... 

BAO. 

PC... 

PC... 


NAW. 

PC... 

NAW. 

PC... 


LAN. 


E-L. 

PC.. 

E-L. 


PC. 

PC. 

PC. 

PC. 


See  notes  at  end  of  table. 
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Coordination*  and  minor  market  extensions  that  will  not  materially  imjMir  the  •profitability,  either  singly  or  cumulatively,  of  any  railroad 

in  the  Region  or  Con/cat/— Continued 


Pn^et 

Location 

Deacription  of  project 

Cbtc^,  m.,  Fort  Wayne,  Ind . 

Norfolk  A  Western  and  Penn  Central  (ConBail)  to 
acquire  trackage  rights  on  each  others  line  between 
Fort  Wayne  and  Chicago  (Hobart,  Ind.)  and  operate 
on  a  paired  track  basis. 

Qilffitb,  Ind.,  LaCrone,  Ind.,  Pine 
Jet.,  Ind.,  State  line,  Ind.,  Wells- 
boro,  Ind. 

Chea^ieake  A  Ohio  (Cbessie  System)  to  abandon  its 
line  from  LaCroaae  to  OrUBth  and  acquire  trackage 
rights  over  BalUmore  A  Ohio  (Cheasie  System) 
finm  Wellsboro  to  Pine  Jurretion.  The  CAO  Une 
from  OrUBth  to  State  Line  would  be  acquired  by 
Erle-Lackawarma,  which  is  currently  a  Joint  opera¬ 
tor  on  that  segment. 

IN-10... 

New  Castle,  Ind.,  RushviUe,  Ind _ 

Norfolk  A  Western  to  abandon  its  line  from  New 
Castle  to  RushviUe,  with  intersecting  railroads  to 
acquire  Um  NAW  track  and  traffic  at  or  near  the 
points  shown  under  “Service  Continued.’* 

IN-ll... 

Qreencastle,  Ind.,  Indianapolis,  Ind . . 

Louisville  A  Nashville  (family  lines)  to  acquire  track¬ 
age  rights  over  Perm  Central’s  (Con  Rail)  line  from 
Qreencastle  to  Indianapolis. 

IN-12... 

Straight  Line  Junction,  Ind.,  Oakland 
City,  Ind. 

Louisville  A  Nashville  (Family  Lines)  to  acquire 
the  Penn  Central  (Con Rail)  Une  from  Straight  Line 
Junction  to  Oakland  City. 

IN-U... 

Clay  City,  Ind.,  Sining  Hill,  Ind _ 

LouisvlUe  A  Nashville  (Fantily  Lines)  to  acquire  the 
Penn  Central  (Con  Rail)  Une  from  Clay  City  to 
Spring  Hill. 

IN-14... 

EvansviUe,  Ind.,  Mt.  Carmel,  Ill . . 

Southern  Railway  System  to  acquire  the  Perm  Central 
(Con  Rail)  Une  between  the  SO  U-PC  intersection  at 
Mt.  Carmel  and  Evansville. 

IN-AO.. 

Various . 

For  other  coordinations  and  minor  market  extensions 
that  involve  the  State  of  Indiana  to  a  lesser  extent, 
see  projects  IL-7,  lL-11,  MI-1,  OH-8,  OH-8,  and 
OH-12. 

Chelsea,  Mass.,  E.  Boston,  Mass . 

Boston  A  Maine  to  acquire  the  Penn  Central  (Con- 
Rail)  Une  from  Mystic  Junction  Yard  to  East 
Boston;  or,  in  the  alternative,  that  portion  of  the  Une 
between  the  out-of-service  PC  bridge  over  Chelsea 
Creek  and  East  Boston. 

&CA-2.... 

Chelmsford,  Mass.,  Framingham 
Center,  Mass.,  Lowell,  Mass. 

Boston  A  Maine  to  acquire  the  Penn  Central  (Con- 
Rail)  line  from  Chelmsford  to  Lowell,  allowing  PC 
to  abandon  its  Une  from  Framingham  Center  to 
Chelmsford.  BAM  would  also  acquire  the  PC  track 
and  traffic  at  or  near  West  Concord,  where  another 
BAM  Une  intersects  the  PC  Une  to  be  abandoned. 

MA-8.... 

Fitchburg,  Mass.,  Framingham 
Center,  Mass. 

Boston  A  Maine  to  acquire  the  Penn  Central  (Con- 
Rail)  Une  from  Framingham  Center  to  Fitchburg. 

MA-4.... 

N.  Adams,  Mass.,  N.  Adams  Junction, 
Mass. 

Boston  A  Maine  to  acquire  the  Penn  Central  (Con- 
Rail)  track  and  traffic  at  or  near  North  Adams, 
aUowing  PC  to  abandon  its  Une  between  North 
Adams  Junction  and  North  Adams. 

JtA-6.... 

Easthampton,  Mass.,  Westfield,  Mass.. 

Boston  A  Maine  to  acquire  the  Penn  Central  (Con Rail) 
track  and  traffic  at  or  near  Easthampton,  allowing 
PC  to  abandon  its  Une  between  Westfield  and 
Easthampton.  ^ 

MA-«.... 

Holyoke,  Mass.,  Westfield,  Mass . 

Boston  A  M.'iine  to  acquire  the  Penn  Central  (Con- 
Rail)  track  and  traffic  at  or  near  Holyoke,  allowing 
PC  to  abandon  its  Une  between  Westfield  and 
Holyoke. 

MA-AO. 

There  are  no  other  coordinations  and  minor  market 
extensions  that  involve  the  State  of  Massachusetts. 

MD-l.... 

Dawson,  Md.,  Tonoloway,  Md . 

j 

Western  Maryland  (Chessie  System)  to  abandon  its 
line  from  Dawson  to  Tonoloway  and  acquire  track¬ 
age  rights  over  a  parallel  Une  of  Baltimore  A  Ohio 
(Cheasie  System). 

MD-AO. 

Various . 

For  other  coordinations  and  minor  market  extensions 
that  Involve  the  State  of  Maryland  to  a  lesser 
extent,  see  projects  PA-5.  PA-D  and  WV'-l. 

ME-l.... 

Danville,  Maine,  Portland,  Maine . 

Grand  Tnmk  to  abandon  its  Une  from  Danville  to 
Portland  and  acquire  trackage  rights  over  Maine 
Central  between  those  points.  Maine  Central  would 
assume  service  to  OT  patrons  at  Yarmouth  either 
by  contract  or  acquisition. 

ME-AO. 

There  are  no  other  coordinations  and  minor  market 
extensions  that  involve  the  State  of  Maine. 

Service  continued 

Note 

Location 

By 

All  on  each  Une  by  its  owner. . . 

None  on  the  segment  to  be  abandoned. 

11 

Dunreith,  Ind . . 

PC 

12 

RushviUe,  Ind . 

BAO 

(RushviUe,  Ind.) . .^ . 

PC 

AU  points  would  continue  to  be  served 

PC . 

by  ConRail. 

AU  points  on  acquired  segment _ 

LAN„ . 

All  points  on  acquired  segment . 

LAN„ . 

AU  points  on  acquired  segment _ 

SOU . 

Not  appUcable . 

N/A . 

AU  points  on  acquired  segment . 

BAM . 

All  points  on  acquired  segment . 

BAM . 

13 

W.  Concord,  Mass . 

BAM . 

AU  points  on  acquired  segment . 

BAM . 

N.  Adams,  Mass _ .* _ 

BAM . 

Easthamption,  Mass.... . . . 

BAM . 

BAM.._ . 

N/A._ . 

Not  apidicable . . . 

N/A. . 

MEC . 

N/A..„ . 

See  notes  at  end  of  table. 
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Appendix  D-1  {Coordinaiion  and  Minor  Market  Extensions) — Continued 


Coordinations  and  minor  market  extensions  that  will  not  materially  imjMir  the  profitability,  either  singly  or  cumulatively,  of  any  railroad 

in  the  Region  or  ConRail — Continued 


ProjMt 


Location 


Description  of  project 


Service  oontinoed 


Location 


By 


Note 


MI-1. 


Detroit,  Mich.,  Hammond,  Ind. 


MI-2. 


MI-S. 


Clare,  Mich.,  C<deman,  Mich.,  Mt. 
Pleasant,  Bfich. 


Grand  Haven,  Mich.,  Marne,  Mich _ 


MI-4. 


Battle  Creek,  Mich. 


MI-5. 


Bay  City,  Mich.,  Saginaw,  Mich. 


MI-«. 


Ionia,  Mich.,  Portland,  Mich. 


Ml-7. 


MI-« _ 


Bdl-®.... 


MI-10... 


MI-ll.. 


Ashley,  Mich.,  Greenville,  Mich., 
Owoeso,  Mich. 


Tecumseh,  Mich.,  Wauseon,  Ohio. 


Bay  City,  Mich.,  Plnconnlng,  klich... 


Cheboygan,  Mich.,  Gaylord,  Mkh., 
Mackinaw  City,  Mkh. 


CasevlUe,  Idkh.,  Imlay  City,  Mkh _ 


MI-AO 


Little  Ferry,  NJ.,  Marion  Jet.,  NJ... 


NJ-AO 

NY-1... 


Ashford,  N.Y.,  Bullalo,  N.Y.,  Roch¬ 
ester,  N.Y. 


NY-2.. 


Blasdell,  N.Y. 


Norfolk  A  Western  and  Penn  Central  (ConRail)  to 
coordinate  their  operations  between  Detroit  and 
Hammond,  with  PC  acquiring  trackage  rights 
over  NAW  from  Detroit  to  Butler,  Ind.,  and  NAW 
acquiring  trackage  rights  over  PC  from  Butler  to 
Hammond. 

Chesapeake  A  Ohio  (Chessie  System)  to  abandon  its 
tine  from  Ckleman  to  Mt.  Pleasant  and  acquire 
trackage  rights  over  Ann  Arbor  (ConRail)  from 
Clare  to  Mt.  Pleasant. 

Grand  Trunk  Western  to  abandon  its  line  from  Marne 
to  Grand  Haven,  with  intersecting  railroads  to 
acquire  the  GTW  track  and  traffic  at  or  near  the 
points  shown  under  “Service  Continued.” 

Grand  Trunk  Western  and  Penn  (Central  (ConRail)  to 
acquire  trackage  rights  on  each  other’s  line  as 
required  to  create  a  ringk.  Jointly-operated  main  line 
through  downtown  Battle  Creek  in  coopertion 
with  city  redevelopment  plans. 

Grand  Trunk  Western  to  abandon  its  line  from 
Saginaw  to  Bay  City  and  acquire  trackage  rights 
over  Penn  Central  (ConRail)  between  those  points; 
or  PC  to  abandon  their  line  and  acquire  trackage 
rights  over  GTW. 

Chesapeake  A  Ohio  (Chessie  System)  to  abandon 
its  line  hum  Portland  to  Ionia,  with  intersecting 
railroads  to  acquire  the  CAO  track  and  traffic 
at  or  near  the  points  shown  under  "Service  Ck>n- 
tinued.” 

Grand  Trunk  Western  to  abandon  its  line  from  Ashley 
to  GreenvWe  and  its  trackage  rights  over  Ann 
Arbor  (ConRail)  from  Owoeso  to  Ashley,  with 
intersecting  railroads  to  acquire  the  GTW  track  and 
traffic  at  or  near  the  points  shown  under  “Service 
Continued.” 

Detroit.  Toledo  A  Ironton  to  abandon  its  line  from 
Wauseon  to  Tecumseh,  with  intersecting  railroads  to 
acquire  the  DTAI  tiaok  and  traffic  at  or  near  the 
points  shown  under  “Service  Continued.” 

Detroit  A  Mackinac  to  abandon  its  line  from  Bay  City 
to  Pinoonnlng  and  acquire  trackage  rights  over  the 
Penn  Ckntral  (ConRaU)  line  between  those  points. 
Yard  operations  of  the  two  railroads  at  Bay  City 
would  be  combined  and  Jointly  operated. 

Detroit  A  Mackinac  to  acquire  the  Penn  Central 
(ConRail)  lines  from  Cheboygan  to  Gaylord,  and 
Cheboygan  to  Mackinaw  City,  allowing  PC  to 
abandon  its  line  from  Plnooimlng  to  Gaylord. 

Grand  Trunk  Western  to  abandon  its  line  from  Imlay 
City  to  Caaeville,  with  intersecting  railroads  to 
acquire  the  GTW  track  and  traffic  at  or  near  the 
points  sboam  under  “Service  Continued.” 

'There  are  no  other  coordinations  and  minor  market 
extensions  that  involve  the  State  of  Mkhigan. 

New  York,  Susquehanna  A  Western  to  grant  Penn 
Central  (ConRail)  trackage  rights  over  Its  line  from 
Marlon  Jet.  to  Uttk  Ferry,  then  acquire  trackage 
rights  over  (or  outright)  the  PC  line  through  Wee- 
hawken  Yard  and  assume  PC  local  services. 

There  are  no  other  coordinations  and  minor  market 
extensions  that  involve  the  State  of  New  Jersey. 

Baltimore  A  Ohio  (Cheask  System)  to  abandon  its  line 
from  Ashford  to  LeRoy  and  acquire  trackage  rights 
over  Penn  Central  (ConRail)  from  Bullalo  to  Roch¬ 
ester.  BAO  would  continue  to  serve  LeRoy  to  Roch¬ 
ester  from  the  Rochester  end  of  the  line,  while  Inter¬ 
secting  railroads  would  acquire  the  BAO  track  and 
traffic  at  or  near  the  points  shown  under  “Service 
Continued." 

Norfolk  A  Western  to  acquire  trackage  rights  over  or 
outright  a  short  segment  of  Penn  Central  (ConRail) 
in  Blasdell  to  iMovide  a  better  connection  to  Lehigh 
VaUey. 


All  on  each  line  by  its  owner. 


None  on  the  segment  to  be  abandoned. 


Ferrysburg,  Mich . . . 
Grand  Haven,  Mich 

Not  applicable . 


None  on  the  segment  to  be  abandoned. 


Ionia,  Mich. 


CAO. 

CAO. 


N/A.. 


GTW. 


Ashley,  Mich . 

Greenvilk,  Mich. 


AA... 

CAO. 


Adrian,  Mkh . 

(Adrian,  Mkh.] . 

(Tecumseh,  Mkh.]. 


NAW. 

PC.... 

PC.... 


None  on  the  segment  to  bo  “  ^  ■•---.d. 


All  points  on  acquired  segments. 


DAM_. 


CUflord,  Mkh. 
Pigeon,  Mkh.. 


CAO. 

CAO. 


Not  applicable . 

All  on  each  line  by  its  owner. 

Not  applicable . 


N/A.. 


N/A.. 


BAO  Jot..  N.Y . 

Machtas,  N.Y . 

Silver  Springs,  N.Y . . 


B-L. 

PC.. 

E-L. 


Not  applkabk. 


N/A. 


See  notes  at  end  of  table. 
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Appendix  D-1  {jOoordiwxiAon  and  Minor  Market  Extensions) — Ckmtmued 

Coordinationt  and  minor  market  exteneUm*  that  toiU  not  materially  mjpatr  the  profitability,  either  singly  or  etmiUatively,  of  any  railroad 

in  the  Region  or  ConRail — Ck>ntinued 


Description  of  project 


Serrice  continued 


Bradford,  Pa.,  Buflalo,  N.Y.,  Kellogg, 
N.Y. 


Chillicothe,  Ohio,  Washington  Court 
House,  Ohio,  WsTerly,  Ohio. 


.^1 
•  H 1 


..  Olrard,  Ohio,  Yoongstown,  Ohio. 


..  T<Mo,  Ot 


'74 


Lodi,  Ohio,  Warwick,  Ohio,  Wooster, 
Ohio. 


Chardon,  Ohio,  Painevsillc,  Ohio, 
Warren,  Ohio. 


Akron  Jet.,  Ohio,  Cleveland,  Ohio, 
Ravenna,  Ohio. 


Baltic,  Ohio,  Coshocton,  Ohio,  Fresno, 
Ohio,  Zanesville,  Ohio. 


...I  Frankfort,  Ind.,  Watervllle,  Ohio. 


BaltimOTe  A  Ohio  (Cheasie  System)  to  abandon  its 
line  from  Bradford  to  Kellogg,  with  Perm  Central 
(ConRail)  to  acquire  the  BAO  liite  bom  Kellogg  to 
Buffalo.  Intersecting  railroads  would  acquire  the 
BAO  track  and  trafBc  at  or  itear  the  points  shown 
under  “Servloe  (fontlnued.’* 

There  are  no  other  coordinations  and  minor  market 
extensions  that  involve  the  State  of  New  York. 

Detroit,  Toledo  A  Ironton  to  abandon  its  line  from 
Washington  Court  House  to  Waverly  and  acquire 
trackage  rights  over  Baltimore  A  Ohio  (Cheesie 
System)  from  Wariilngton  Court  House  to  Chilli- 
oothe  and  over  Norfolk  A  Western  from  Chillicothe 
to  Waverly.  Intersecting  railroads  would  acquire  the 
DTAI  track  and  trafllc  at  or  near  the  points  shown 
under  “Serrice  Continued.” 

Baltimore  A  Ohio  (Cheasie  System)  to  doamgrade  its 
main  line  through  Youngstown  and  acquire  trackage 
rights  over  Lake  Erie  A  Eastern  (Pittsburgh  A  Lake 
Erie)  from  Youngstown  (Oateway  Yard)  to  Oirard. 

Baltimore  A  Ohio  (Cheasie  System)  and  Penn  Oantral 
(ConRail)  to  abandon  their  Jointly-owned  Lake- 
front  Dock  and  contract  for  the  Joint  use  of  Chesa¬ 
peake  A  Ohio’s  (Chessie  System)  adjacent  Presque 
Isle  Dock  for  handling  of  coal  and  ore  to/from  lake 
boats. 

Baltimore  A  Ohio  (Cheasie  System)  to  abandon  its  line 
from  Lodi  to  Wooster  and  acquire  trackage  rights 
over  Penn  Central  (ConRail)  from  Warwick  to 
Wooster.  Intersecting  railroads  would  acquire  the 
BAO  track  and  traffic  at  or  near  the  points  show 
under  “Service  Continued.” 

Baltimore  A  Ohio  (Chessie  System)  to  abandon  its  line 
bom  Warren  (Copperweld)  to  Chardon  and  acquire 
trackage  rights  over  Penn  Central  (ConRail)  or 
Norfolk  A  Western  from  Cleveland  to  Palnesville. 
BAO  would  continue  to  serve  the  segment  from 
Palnesville  to  Chardon  from  Uie  Palnesville  end. 

Baltimore  A  Ohio  (Chessie  System)  to  abandon  its  line 
from  Akron  Junction  to  Cleveland  and  acquire 
trackage  rights  over  the  Penn  Central  (ConRail) 
line  bom  Ravetma  to  Cleveland. 

Norfolk  A  Western  to  abandon  its  lines  from  Baltic  to 
Fresno  and  Coshocton  to  Zanesville,  with  Perm  Cen¬ 
tral  (ConRail)  to  acquire  the  segment  from  Fresno 
to  Coshocton  and  intersecting  railroads  to  acquire 
the  NAW  track  and  traffic  at  or  near  the  points 
shown  under  “Service  Continued.”  ' 

Norfolk  A  Western  to  abandon  its  line  from  Watervllle 
to  Frankfort,  with  intersecting  railroads  to  acquire 
the  NAW  track  and  traffic  at  or  near  the  points 
shown  under  “Servioe  Continued.” 


All  points  on  acquired  segment 
Salamanca,  N.Y. 


Not  appltr  Me _ 


Thrifton,  Ohio. 


All  services  continued. 


All  services  continued. 


Burbank,  Ohio. 


None  on  the  segment  to  be  abandoned . 


None  on  the  segment  to  be  abandoned. 


Zanesville,  Ohio... 
(Zanesville,  Ohio]. 


Bluflton,  Ind . 

Decatur,  Ind . 

Delphus,  Ohio . 

Holgate,  Ohio . 

Mallnta,  Ohio . 

Marten,  Ind . 

Marten,  Ind . 

Ohio  City,  Ohio _ 


OH-9 _  White  House,  Ohio,  Woodbum,  Ind...  Norfolk  A  Western  to  abandon  its  line  from  White  [Cecil,  Ohio] . . . . .  PC. 


Defiance,  Ohio .  BAO  — 

Napoleon,  Ohio .  DTAI_. 


Kimball,- Ohio .  NAW„ 

Monroeville,  Ohio . . . .  NAW_. 


House  to  Woodbum,  with  intersecting  railroads  to 
acquire  the  NAW  track  and  traffic  at  or  near  the 
points  shown  under  “Service  Continued.” 

OH-lO...  Sandusky,  Ohio,  Willard,  Ohio .  Baltimore  A  Ohio  (Cheasie  System)  to  abandon  its 

line  from  Willard  to  Sandusky  and  acquire  trackage 
rights  over  Norfolk  A  Western  from  Attica  Jurtctlon 
to  Sandusky.  Intersecting  railroads  would  acquire 
the  BAO  track  and  traflfic  at  or  near  the  points 
.  shown  under  “Servioe  Continued.” 

on-ll..l  Manhattan  Junction,  Ohio .  Norfolk  A  Western  to  acquire  a  short  segment  of  All  points  on  acquired  segment .  NAW 

Penn  Central  (ConRail)  line  from  Manhattan 
Junction  to  a  connection  with  the  Detroit  A  Toledo 
Shore  Line. 

OH-12...  Cincinnati,  Ohio.,  New  Cattle,  Ind...  Norfolk  A  Western  to  acquire  trackage  rights  over, 

or  outright,  the  Perm  Central  (ConRail)  line  bom 
Cincinnati  to  New  Castle. 

Sec  notes  at  end  of  table. 


All  points .  PC — 

AH  points  on  acquired  segment .  NAW. 
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Appendix  I>-1  {Coordination  and  Minor  Market  Extensions)  — Continued 

voiU  not  materially  imjMtr  the  profitabil 
in  the  Region  or  ConRail — Continued 


Coordinations  and  minor  market  extensions  that  trill  notjnaterially  imjMir  the  profitability,  either  singly  or  cumulatively,  of  any  railroad 

~  iRail 


Pro: 


OH-U... 


OH-14... 


OH- AO. 


ON-1.... 


ON-AO. 

PA-1.... 


PA-2... 


Location 


Clnolnnitl.  Ohio. 


Elyria,  Ohio,  MiUbory,  Ohio. 


DcaeripUon  of  project 


Various - 


Pelton,  Ont.,  St.  Thomas,  Ont. 


ConnellsviUe,  Pa.,  McKeesport,  Pa., 
W.  Newton.  Pa. 


ConnellsriUe,  Pa.,  W.  Liberty,  Pa..... 


PA-*.... 

PA-4-... 


PA-6.... 


PA-6.... 


PA-7.... 


PA-8.... 


PA-8.... 


PA-10... 


Girard  Junction,  Pa.,  Lerington,  Pa. 
New  Castle,  Pa.,  Youngstown,  Ohio. 

ConnellSTllle,  Pa.,  Cumberland,  Md.. 


Mt.  Jewett,  Pa.,  Parker's  Landing, 
Pa. 


Point  Creek,  Pa.,  South  Fork,  Pa., 
Windber,  Pa. 


Erie,  Pa. 


Chambersburg,  Pa.,  Hagerstown, 
Md.,  Harrisburg,  Pa.,  Bhlppens- 
burg,  Pa. 


New  Castle,  Pa.,  Walford,  Pa.. 


PA-11 . ..  Allenport,  Pa.,  Brownsville,  Pa.,  Mon 
Junction,  Pa. 


See  notes  at  end  of  table. 


Norfolk  &  Western  to  acquire  trackage  rights  over, 
or  outright,  one  of  two  Penn  Central  (ConRail) 
tracks  from  Clare  Yard  to  a  connection  with  the 
LdhisviUe  &  Nashville  (Family  Lines)  and  acquire 
trackage  rights  over  PC  from  the  LAN  connection 
to  a  connection  with  the  Southern  Railway  System. 

Norfolk  A  Western  to  acquire  the  Penn  Central  (Con¬ 
Rail)  line  from  Bellevue  to  Yeomans,  allowing  PC 
to  abandon  MlUbury  to  Bellevue  and  Yeomans  to 
Elyria.  Intstaectlng  railroads  would  acquire  the  PC 
track  and  traffic  at  or  near  the  points  shown  under 
“Bervloe  Continued.” 

For  other  coordinations  and  minor  market  extensions 
approved  under  Section  206(d) (S)  that  involve  the 
State  of  Ohio  to  a  lesser  extent,  see  projects  IN-7, 
MM,  MI-S,  and  PA-4. 

Chesapeake  A  Ohio  (Chessie  System)  to  abandon  its 
line  from  Pelton  to  St.  Thomas  and  acquire  track¬ 
age  rights  over  Penn  Central  (ConRail)  between 
those  points.  All  yard  and  mechanical  operations 
at  St.  Thomas  would  be  combined  and  Jointly 
operated.  CAO  would  continue 'so  serve  its  patrons 
in  the  I.'^amington  area  either  by  retention  of  part 
of  its  line  as  a  branch  or  by  trackage  rights  over 
PC  from  Comber  to  Leamington. 

There  are  no  other  coordinations  and  minor  market 
extensions  that  involve  the  Province  of  Ontario. 

Pittsburgh  A  Lake  Erie  to  abandon  its  line  from  W. 
Newton  to  ConnoUsville  and  acquire  trackage 
rights  over  Baltimore  A  Ohio  (Chessie  System) 
from  McKeesport  to  Connellsville  plus  such  rights 
within  Connellsville  as  required  to  continue  serv¬ 
ice  to  present  customers. 

Norfolk  A  Western  to  abandon  Its  line  from  W.  Liberty 
to  Connellsville  and  acquire  trackage  rights  over 
Penn  Central  (Con  Rail)  from  Wood  vale  to  Carnegie, 
over  Pittsburgh,  Chartiers  A  Youghiogheny  from 
Carnegie  to  McKees  Rocks  and  over  Pittsburgh  A 
Lake  Erie  from  McKees  Rocks  to  ConnellsvlUe. 
Intersecting  railroads  would  acquire  the  NAW  track 
and  traffic  at  or  near  the  points  shown  under  "Serv¬ 
ice  Continued.” 

Bessemer  A  Lake  Erie  to  acquire  the  Penn  Central 
(ConRail)  line  from  Lexington  to  Girard  Junction. 

Baltimore  A  Ohio  (Chessie  System)  to  abandon  its  line 
from  New  Castle  to  Youngstown  and  acquire  track¬ 
age  rights  over  Pittsburgh  A  Lake  Erie  between 
those  points;  or,  PALE  to  abandon  and  acquire 
trackage  rights  over  BAO. 

Western  Maryland  (Chessie  System)  to  abandon  its 
line  from  Connellsville  to  Cumberland  and  acquire 
trackage  rights  over  Baltimore  A  Ohio  (Chessie 
System)  between  those  points. 

Baltimore  A  Ohio  (Chessie  System)  to  abandon  its 
line  from  Mt.  Jewett  to  Parker’s  Landing,  with 
Lake  Erie,  Franklin  A  Clarion  to  acquire  the  line 
frotn  Knox  to  MarienvUle  and  other  intersecting 
railroads  to  acquire  the  BAO  track  and  traffic  at  or 
near  the  points  shown  under  “Service  Continued.” 

Baltimore  A  Ohio  (Chessie  System)  to  acquire  por¬ 
tions  of  Penn  Central's  (ConRail)  South  Fork 
Branch,  allowing  PC  to  abandon  the  remainder. 

Norfolk  A  Western  to  abandon  its  line  through  Erie 
and  either  acquire  trackage  rights  on  Penn  Central 
(ConRail)  or  build  its  own  “Erie  bypass”  track  on 
the  PC  right  of  way. 

Western  Maryland  (Chessie  System)  to  abandon  its 
line  from  Hagerstown  to  Chambersburg  and  acquire 
trackage  rights  over,  or  outright,  the  Penn  Central 
(ConRail)  line  from  Hagerstown  to  Shippensburg 
(Luigan). 

Pittsburgh  A  Lake  Erie  to  acquire  the  Penn  Central 
(ConRaM)  track  and  traffic  at  or  near  Walford, 
allowing  PC  to  abandon  New  Castle  to  Walford. 

Pittsburgh  A  Lake  Erie  to  acquire  the  Penn  Central 
(ConRail)  line  from  Allenport  to  Brownsville, 
allowing  PC  to  abandon  its  line  from  Mon  Junction 
to  Allenport. 
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Service  continued 


Note 


Location 


By 


All  points . , . 

All  paints  on  acquired  segment. 


Not  applicable. 


Bellevue,  Ohio _ 

Clyde,  Ohio . . 

Fremont,  Ohio... 
Monroeville,  Ohio 
Monroeville,  Ohio. 
Norwalk,  Ohio. .. 
Not  applicable.... 


None  on  the  segments  to  be  aban¬ 
doned. 


None  on  the  segment  to  be  aban¬ 
doned. 


Belie  Vernon.  Pa. 

Bruceton,  Pa _ 

Clairton,  Pa . 


All  points  on  acquired  segment... 
No  industries  on  abandoned  line. 


None  on  tbe  segment  to  be  abandoned. 


IKane,  Pa.] . 

Shippenvllle,  Pa.. 


PC.... 

NAW. 


NAW. 

NAW. 

NAW. 

BAO.. 

NAW. 

NAW. 

N/A.. 


N/A. 


PALE. 
BAO... 
PC . 


BALE. 


PC. 

PC. 


All  pomts  on  acquired  segment . 

None  on  the  segment  to  be  abandoned 

None  on  the  segment  to  be  abandoned. 

None  on  the  segment  to  be  abandoned. 
None  on  the  segment  to  be  abandoned. 


BAO. 
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Appendix  D-1  {Coordination  and  Minor  Market  Extenoionai) — Continued 


Coordinationg  and  minor  market  extenaions  that  mil  not  materially  imwir  the  profitability,  either  singly  or  cumvlalively,  of  any  railroad 

in  the  Region  or  Connail — Continued 


Pro^t  Location 

I>«0cription  ot  project 

Service  continued 

Location 

By 

PA-12...  New  Castle,  Pa.,  Sharon,  Pa . 

Pitbburgh  A  Lake  Erie  to  abandon  ib  trackage  rights 

ShaitHi,  Pa . 

EL . 

PA-13...  McKeesport,  Pa . 

over  Eric  Lackawanna  from  New  Castle  to  Sharon, 
with  EL  to  acquire  the  PALE  track  and  traffic  at 
Sharon. 

Union  Railroad  to  acquire  bridge  on  Perm  Central 

AU  polnb  on  acquired  segment . 

URR . 

PA-AO..  Various . . . 

(ConRaU)  McKeesport  Branch  over  which  it  now 
has  trackage  rights,  then  grant  Perm  Central  track¬ 
age  rigbb. 

For  other  coordinations  and  minor  market  extensions 

Not  appUcable . . ■ 

N/A . 

VA-1 _ Norfolk,  Va . 

that  involve  the  State  of  Permsylvanb,  see  project 
NY-3. 

Chesapeake  A  Ohio  (Chessie  System)  and  Penn 

AJl  points. . 

CAO . 

Central  (ConRail)  or  other  PC  successor  to  jointly 

PC . 

purchase  (with  financial  aid  from  Port  Authority) 
and  operate  a  new  car  ferry,  serving  both  tbe  Cape 
Charles-Norfrfik  and  Newport  News-Norfolk  car 
float  operations  of  tbe  participants. 

For  other  coordinations  and  minor  market  extensions 

Not  appUcabb . 

N/A . 

wv-l....  Blartin8burg,W.Ya.,MUlville,W.Va., 

that  involve  tbe  State  of  Virignia,  see  project  WV-1. 
Baltimore  A  Ohio  (Chessie  System)  to  abandon  lb 

Charles  Town,  W.  Va . : . 

NAW . 

Stephenson,  W.  Va.,  Winchester,  Va. 

WV-AO.  Various . 

line  from  Millville  to  Stephenson  and  acquire  trackage 
righbover  the  Penn  Central  (ConRail)  line  from 
Martinsburg  to  Winchester.  Intersecting  railroads 
would  acquire  the  BAO  track  and  traffic  at  or  near 
tbe  polnb  shown  under  “Service  Ctmtinued.’’ 

For  other  coordinations  and  minor  market  extensions 

Not  appUcable . 

N/A . 

that  involve  the  State  of  West  Virginia,  see  project 
MD-1. 

FOOTNOTES 


1.  Hanunond,  nUaois,  would  be  abandoned  by  BalUmore  A  Ohio  under  i^oject 
IL-U  and  may  or  may  not  receive  continued  service  by  BdtO  dependent  on  im¬ 
plementation  of  that  project  under  the  final  system  plan. 

2.  Cities  and  towns  shown  in  brackets  that  are  to  have  service  continued  by  Penn 
Central  (ConRail)  are  located  on  lines  undeisoiug  Ucbt-density  analysis  and  may  or 
may  not  be  included  in  ConRail  dependent  on  the  outcome  of  that  analysis  and  such 
subsequent  subsidy  decisions  as  may  be  made. 

t.  See  projects  IL-3,  IL-S  and  IL-10  which  present  conflietlng  alternative  proposals 
oonoeminc  this  line  segment.  Resolution  of  this  conflict  will  appear  in  the  final  system 
plan. 

4.  Chrismau,  Illinois,  would  be  abandoned  by  Baltimore  A  Ohio  under  project 
lL-11  and  may  cr  may  not  receive  conUnued  service  by  BAO  dependent  on  imple¬ 
mentation  of  that  project  under  the  final  system  plan.  Westville,  Illinois,  is  involved 
in  project  IL-O,  but  would  continue  to  be  served  under  that  project  by  a  difloent 
railroad. 

5.  Chrisman.  Ulinois.  would  be  abandoned  by  Penn  Central  (ConRail)  under 
project  ILr-7  and  Hammond,  Illinois,  would  be  abandoned  by  Norf<^  A  Western 
under  project  lL-1.  These  points  may  or  may  not  receive  continued  service  bom 
those  railroads  dependent  on  imi^ementation  of  those  projects  under  the  final  sys¬ 
tem  plan.  With  Baltimore  A  Ohio’s  agreement,  Illinois  Central  Qulf  would  acquire 
and  serve  Newman  to  FickUn  in  lien  of  trackage  rights  for  BAO  to  serve  it. 

6.  See  project  IL-U,  which  also  impacts  the  Baltimore  A  Ohio  line  bom  Taylor- 
ville  to  Springfield. 

7.  Intarelates  with  IL-12.  If  BalUmore  A  Ohio  plans  operation  between  Taylor- 
ville  and  Springfield  under  that  project  (in  lieu  of  direct  trackage  rights  bom  Decatur 
to  Springfield),  the  abandonment  under  this  (voiect  would  be  Flora  to  TaylorviUe 
only. 

8.  Connersville,  Indiana,  would  be  abandoned  by  BalUmore  A  Ohio  under  project 
IN->,  and  may  or  may  not  receive  continued  service  from  BAO  dependent  on  im¬ 
plementation  of  that  project  under  the  final  system  plan.  Note  2  also  appliee  to 
Connersville,  but  Connersville  is  recognised  as  a  relatively  Important  traffic  point 
and  will  receive  continued  rail  service. 

9.  Connersville,  Indiana,  and  Rushville,  Indiana,  would  beabandoned  by  Norfolk 
A  Western  under  projects  IN-2  and  IN-10  respectively  and  may  or  may  not  receive 
continued  rail  service  bom  N&W  dependent  on  implementation  of  those  projects 
under  the  final  system  fdan.  Note  2  also  applies  to  both  Connersville  and  Rushville. 
Connersville  is  recognised  as  a  relatively  important  traffic  point  and  will  receive 
continued  rail  service. 

10.  See  project  OH-8,  which  also  involves  the  Bluffton  area. 

11.  Should  Brie- Lackawanna  be  brought  into  ConRail,  the  continuation  of  service 
between  Qrlffltb  and  State  line  will  be  dependent  on  the  ConRail  operating  plan. 

12.  Rushville,  Indiana,  would  be  abandoned  by  Baltimore  A  Ohio  under  project 
IS-a  and  may  or  may  not  receive  continued  service  by  BAO  dependent  on  imple¬ 
mentation  of  that  project  under  the  final  system  plan.  Note  2  also  applies  to  Rushville. 

18.  Trafllc  nowinterchanged  between  Boston  A  Maine  and  Penn  Central  (ConRail) 
at  Lowell  would  be  interchanged  at  Springfield  or  some  simiiar  point  that  is  mutually 
acceptable  to  both  railroads. 


14.  See  project  IN-7  for  abandonment  of  Norfolk  A  Western's  current  route.  Since 
NAW  can  reroute  its  trains  over  other  of  its  own  lines  to  accomplish  IN~7,  the  two 
projects  are  not  dependent  on  one  another. 

15.  The  Ann  Arbor  segment  involved  in  this  project  is  imder  study  as  a  light-density 
line  and,  should  it  not  be  recommended  for  inclusion  in  ConRail,  an  outright  acquisi¬ 
tion  of  the  line  by  Chesapeake  A  Ohio  would  replace  the  acquisition  of  trackage 
rights  in  this  project. 

16.  Grand  Trunk  Western  and  Penn  Central  are  in  the  process  of  implementing 
coordinated  operations  within  Bay  City  proper  in  cooperation  wit  h  city  redevelop¬ 
ment  plans. 

17.  The  Arm  Arbor  line  through  Ashley,  Mich.,  is  undergoing  light-density  analysis 
and  may  or  may  not  receive  continued  service  dependent  on  the  outcome  of  that 
analysis  and  such  subsequent  subsidy  decisions  as  may  be  made. 

18.  The  Penn  Central  segment  involved  in  this  project  is  under  study  as  a  light- 
density  line  and  should  it  not  be  recommended  for  inclusion  in  ConRail,  an  outright 
acquisition  of  the  line  by  Detroit  A  Mackinac  would  replace  the  acquisition  of  traffic 
rights  in  this  project. 

19.  Implementation  of  this  project  will  be  dependent  on  the  role  of  Lehigh  Valley 
under  the  final  system  plan.  Under  certain  structures,  such  a  connection  may  be 
unnecessary.  • 

20.  See  IN-6  for  Brie-I^kckawanna  access  to  Bluffton.  Norfolk  A  Western  would 
GOntiuue  its  services  at  Continental,  Ohio,  and  Kokomo,  Ind.,  from  other  of  its  lines. 

21.  In  the  alternative,  Baltimore  A  Ohio  would  abandon  the  entire  line  and  Norfolk 
A  Western  would  acquire  BAO’s  Sandusky  track  and  traffic. 

22.  Monroeville,  Ohio,  would  be  abandoned  by  Baltimore  A  Ohio  under  project 
OH-10,  but  Norfolk  A  Western  would  still  be  present  to  provide  service.  The  entire 
Penn  Central  (ConRail)  line  from  MiUbury  to  Elyria  la  under  study  as  a  light- 
density  line. 

23.  While  the  control  of  the  Canadian  Transport  Commission  over  this  project  is 
recognised,  the  impact  on  the  profitability  of  domestic  railroculs  has  been  evaluated 
and  the  project  approved  in  principle. 

24.  While  the  two  projects  are  not  dependent  on  one  another,  the  implementation  of 
PA-1  would  change  the  routing  shown  in  this  prefect  to  “.  .  .  McKees  Rocks,  over 
Pittsburgh  A  Lake  Erie  from  McKees  Rocks  to  McKeesport,  and  over  Baltimore  A 
Ohio  (Chessie  System)  from  McKeesport  to  Counellsville.”  In  addition,  other  routes 
are  being  explored  to  get  Norfolk  A  Western  trains  from  their  own  Une  over  to  the 
Pittsburgh  A  Lake  Erie,  but  the  one  shown  appears  most  promising. 

25.  Tbe  Perm  Central  segment  involved  in  this  project  is  under  study  as  a  hgbt- 
'  density  Une,  with  Implementation  contingent  on  its  recommended  inclusion  in 

ConRail  or  acquisition  by  smother  railroad. 

26.  Tbe  Penn  Central  segment  involved  in  this  project  b  under  study  as  a  light- 

density  Une  and  should  it  not  be  recommended  for  inclusion  in  ConRail,  an  outright 
aoquisitioD  of  tbe  Una  from  Winchester,  Va.,  to  Hagerstown,  Md.,  by  Baltimore  A 
Ohio  would  replace  the  acquisition  of  trackage  rights  in  thb  project.  ' 

27.  In  tbe  alternative,  Penn  Central  (ConRail)  would  acquire  the  Baltimore  A 
Ohio  (Chessie  System)  Une  from  LeRoy  to  Rochester,  inclusive. 

28.  Thb  project  b  Intetrelated  to  NY-1  in  that  tbe  abandonment  here  would  be 
Ashford  to  KeUogg  if  NY-1  b  not  implemented. 
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Light'Density  Lines 

Appendix  D-2  shows  light  density  line  segments  (re¬ 
ferred  to  in  Chapters  7  and  16)  which  are  not  recom¬ 
mended  for  inclusion  in  the  ConRail  system  and  which 
are  connected  to  or  crossed  by  one  or  more  solvent  rail¬ 
roads.  USRA  has  determined  that  acquisition  of  all  or 


any  one  of  them  by  any  solvent  railroad  will  not  ma¬ 
terially  impair,  eitlier  singly  or  cumulatively,  the  prof¬ 
itability  of  ConRail  or  any  other  railroad  in  the  Region 
provided  that  such  acquisitions  are  not  used  for  the  pur¬ 
pose  of  establishing  an  additional  competitive  mainline 
route.  Traffic  involved  is  relatively  small  when  compared 
to  all  traffic  in  the  Region. 


Appendix  D-2  {Light-Density  Lines  of  Railroads  in  Reorganization.  Offered  For  Sale  to  Connecting  Solvent  Rail¬ 
roads  Under  Section  206{d)  (S) ) 


Acquisition  of  these  lines  by  solvent  railroads  will  not  materially  impair  the  profitability,  either  singly  or  ciimulatively,  of  any  railroad 

in  the  Region  or  ConRail 


Setmtnt  From  To  Segment  From  To 


CANADA 

Within  Canada 

715  Comber  Leamington 

International 

101a  WeUand,  Ont.  Black  Rock,  N.V 

CONNECTICUT 

Intrastate 

41  Willimantic  Terminus 

674  Plainfield  Willimantic 

DELAWARE 

Interstate 


907/939  Elsmere  Jet.,  Del.  EJverson,  Pa. 


ILLINOIS 

Intrastate 

415 

Matteson 

Frankfort 

422 

Dupue  Jet. 

Dupue 

434 

Howe 

PC  Jet. 

434a 

PC  Jet. 

Churchill 

605b 

Hutsonville 

Robinson 

606 

Robinson 

Mt.  Carmel 

606a 

Mt.  Carmel 

Harrisburg 

611 

Maroa 

'  Waynesville 

611b 

Peoria 

Atlanta 

Interstate 

577a 

Kankakee,  Ill. 

Sheff,  Ind. 

689 

Chicago,  111. 

Hartsdale,  Ind. 

INDIANA 

Intrastate 

414 

Hartsdale 

E.  Gary 

417/417a 

Auburn  Jet. 

Waterloo 

418 

Kendall  ville 

State  Line 

419 

N.  Manchester 

Mexico 

420 

N.  Manchester  Columbia  City 

423 

Logansport 

Culver 

429 

Decatur 

Ridgeville 

,521 

New  Castle 

Richmond 

556 

Richmond 

Lynn 

571 

Cedar  Grove 

BrookviUe 

585/586/ 

Shelbyville 

N.  Rushville 

587 

- 

589 

N.  Vernon 

N.  Madison 

591 

Cory 

Worthington 

593 

Martinsville 

Rincon  Jet. 

593a 

Rincon  Jet. 

Thomas 

596 

Duff  Jet. 

Washington 

597 

Rincon 

Sandbom 

602 

Waveland 

Crawfords  ville 

630 

Effner 

Kenneth 

633 

Richmond 

Indianapolis 

689a 

N.  Judson 

Hartsdale 

Interstate 

554 

Hunter,  Ind. 

Glen  Kam,  Ohio 

MARYLAND 

Interstate 

198 

North  of  Frederick,  Md.  ^  Spring  Grove,  Pa 

MASSACHUSEnS 

Intrastate 

6 

Millbury 

Millbury  Jet. 

8/8a/9 

Palmer 

S.  Barre 

13 

S.  Sudbury 

Lowell 

MICHIGAN 

Intrastate 

391 

Lenawee  Jet. 

Ida 

394 

Grosvenor 

Morenci 

438a 

Vassar 

Caro 

440 

Bay  City 

Gaylord 

441 

Gaylord 

Mackinaw  City 

444 

Munger 

Denmark  Jet. 

444a 

Vassar 

Denmark  Jet. 

445 

Vassar 

Millington 

445a 

Millington 

Lapeer  Jet. 
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Appendix  D-2  (LiglU-Density  Lines  of  Railroads  in  Beorganieaiion  Ofiered  For  Sale  to  Connecting  Solvent  RaU- 

roaas  Vnder'SeoHon  W6{d)  (3) ) — Continued 

Acquisition  of  these  lines  by  solvent  railroads  will  not  materially  impair  the  profitability,  either  singly  or  cumulatively,  of  any  railroad 

in  the  Region  or  Ck)nRail — Continued 

Segment  Fnm  T»  Segment  From  -  To  ^ 


MICHIGAN — Continued 

Intrastate— Continued 


445b 

Lapeer  Jet. 

Oxford 

451/452/ 

Rives  Jet. 

Grand  Rapids 

453 

454 

Mackinaw  City 

Cadillac 

454a 

Cadillac 

Cedar  Springs 

456IA57I 

State  line 

Vicksburg 

458 

460 

Grand  Rapids 

Moline- Plain  well 

461 

Cedar  Springs 

Comstock  Park 

463a 

Otsego- 

Dorr 

463d 

Lamar 

Grand  Rapids 

466 

Kalamazoo 

Dowagiac 

470 

Traverse  City 

Walton  Jet. 

472 

Muskegon 

Fuller 

472a 

Muskegon  Heights 

Muskegon 

688 

Oxford 

Utica 

1300 

Dundee 

Owosso 

1301 

Owosso 

Thompsonville 

1302 

Thomsponville 

Frankfort 

Interstate 

1303 

Frankfort,  Mich. 

Kewaunee,  Wis.  i 

393 

NftW  Xing  E.  of  Adrian, 

Vulcan,  Ohio 

530 

Mich. 

Hudson,  Mich. 

Bryan,  Ohio 

NEW  YORK 

Intrastate 

81 

Rotterdam  Jet. 

S.  Fort  Plain 

111 

Windsor  Beach 

Rochester 

114a 

Rochester 

Scottsville  Yard 

248 

Brocton 

Mayville 

666a 

Green  Island 

Crescent 

1000 

Rochester 

lima 

1023 

Batavia 

PAL  Jet. 

1024 

Buffalo 

Batavia 

OHIO 

Intrastate 

371 

Magnolia 

Bayard 

373 

Dover 

Newcomerstown 

374 

Newcomerstown 

Cambridge 

375/376/ 

Marietta 

Cambridge 

377 

387/388 

Elyria 

Bellevue 

477a 

At  Columbus  Union 

478a 

Station 

Howard 

Mt.  Vernon 

481/482 

Luckey 

Berwick 

485 

Berwick 

Spore 

488 

N.  of  Granville 

Heath 

490 

Glass  Rock 

Thurston 

491 

Truro 

E.  Columbus 

494 

Athens 

Armitage 

497/498/ 

Morrow 

Circleville 

498a 

499a 

Delaware 

Scioto 

502/503/ 

Bellefontaine 

St.  Marys 

504 

507 

Clyde 

Green  Springs 

514 

Coming 

Hobson 

516b 

Milford 

Clare 

516c 

Milford 

S.  Lebanon 

517 

New  Paris 

Bradford 

519/520 

New  River  Jet. 

Eaton 

531/531a 

Bryan 

.  Van  Wert 

532 

533/534/ 

Van  Wert 

Ansonia 

534a/ 

535 

536/537 

Springfield 

Yellow  Spring 

549 

Troy 

Cold  Springs 

560 

Oxford  State  Street 

Union  Village 

641a 

Bergholz 

Pan 

643 

Millbury  Junction 

Fremont 

644 

Trinway 

Zanesville 

692 

Glass  Rock 

^angler 

714 

Warren 

Ashtabula 

lnt«rstaf» 

514a 

Hobson,  Ohio 

Nitro,  W.Va. 

PENNSYLVANIA 

Intrastate 

202 

York 

Hellam 

252 

Warren 

Ridgway 

253a 

St.  Marys 

Ridgway 

257 

Brookville  Track  at 

326 

Brookville 

Black  Lick  Jet. 

Indiana 

335 

Coal  Lick  Run  near 

344 

Uniontown 

Bridge  ville 

Sygan 

3.52 

Shippingport 

Kobuta 

355 

Scottdale 

Mt.  Pleasant 

356 

New  Castle 

Mercer 

648 

Red  Bank 

Schenley 

651 

Falls  Creek 

Brockway 

663 

Fairchance 

Connellsville 

664 

Houston 

Washington 

712 

Sharon 

Jamestown 

912 

Gettysburg 

Carlisle  Jet. 

922 

Trevorton 

Hera 

1012 

Franklin  Branch 

Wilkes-Barre 

.  VIRGINIA 

Intrastate 

165 

Little  Creek 

Cape  Charles  (car 

WEST 

VIRGINIA 

Intrastate 

205a 

Berkeley 

Cumbo  Yard 
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Mafor  Market  Extensions 

Appendix  D-3  is  divided  into  two  parts.  Part  I  lists 
those  proposed  extensions  which  the  Association  has 
been  unable  to  determine  would  either  singly  or  cumula¬ 
tively  materially  impair  the  profitability  of  any  rail¬ 
road  including  Con^il  in  the  Region.  Part  II  lists 
those  extensions  which  the  Association  has  determined 
would  not  either  singly  or  cumulatively  materially  im¬ 
pair  the  profitability  of  any  railroad  including  ConRail 
in  the  Region. 

Major  Market  Extonsions  Which  USRA  Has  Boon  Unablo 
to  Dotormino  Would  Matorialiy  Impair  Profitability 

This  part  of  Appendix  D-3  is  comprised  of  pro¬ 
posed  line  extensions  by  railroads  which  if  implemented 
would  be  tantamount  to  a  major  restructuring  in  the 
Region  and  in  some  instances,  the  Nsdion.  USRA  is 
unable  to  determine  that  any  or  all  of  these  proposals 
would  not  materially  impair  the  profitability  of  ConRail 
or  other  railroads  within  the  Region.  Many  of  the 
proposed  extensions  might  in  fact  also  impair  the  profit¬ 
ability  of  peripheral  carriers,  which  must  necessarily 
depend  on  the  preservation  of  existing  traffic  flows  for 
their  economic  survival. 

Chicago  and  St.  Louis  are  major  gateways  for  traffic 
interchanged  between  Chessie,  Norfolk  &  Western  and 
PC  on  one  hand  and  the  Western  carriers,  such  as  Santa 
Fe  and  Burlington  Northern,  on  the  other.  If,  for  exam¬ 
ple,  Santa  Fe  were  to  be  allowed  to  extend  its  lines  to 
prime  traffic  generating  areas  such  as  Pittsburgh  and 
Detroit,  the  consequent  massive  changes  in  traffic  flows 
could  undoubtedly  impair  the  profitability  of  major 
regional  and  peripheral  carriers  which  would  be  com¬ 
peting  with  Santa  Fe.  For  example,  cars  which  origi¬ 


nate  in  Pittsburgh  and  are  destined  to  Loe  Angeles  and 
now  routed  Chessie  to  Chicago  thence  Santa  Fe,  would 
probably  be  routed  over  the  Santa  Fe  for  the  entire  dis¬ 
tance  if  it  were  allowed  entry  into  the  Pittsburgh  mar¬ 
ket.  Other  cars,  which  are  now  routed  Chessie-Chicago- 
BN  might  also  be  lost  to  a  Santa  Fe  direct  haul  at  the 
expense  of  BN  and  Chessie. 

The  Cincinnati  gateway  serves  as  a  major  interchange 
point  between  the  railroads  of  the  South  and  the  North¬ 
east.  For  example,  if  the  Southern  Railway  were  to  be 
allowed  to  acquire  the  DT&I  it  would  have  direct  entry 
into  the  Detroit  market.  Thus,  it  is  reasonable  to  assume 
that  some  of  the  traffic  which  is  now  moving  from 
Detroit  via  Penn  Central  or  Chessie  to  Cincinnati  and 
thence  Southern  Railway  would  be  diverted  to  the 
Southern  for  the  entire  distance.  Other  traffic  which  is 
now  routed  DT&I-PC-L&N  would  probably  be  lost  to 
the  Southern  Railway  direct  route. 

Some  of  the  proposals  by  the  railroads  would  extend 
their  scope  of  operations  and  gain  access  to  markets  not 
presently  served.  For  example,  P&LE  wishes  to  acquire 
the  PC  line  from  Warren,  Ohio  to  Cleveland.  Such  an 
extension  if  implemented  would  simply  provide  an 
additional  competitive  carrier  in  the  Pittsburgh-Cleve- 
land  market  and  would  allow  P&LE  to  gain  additional 
traffic  at  the  expense  of  ConRail  and  other  railroads. 
Proposals  such  as  these  in  essence  represent  the  transfer 
of  gross  and  net  income  from  one  railroad  to  another 
and  do  not  enhance  regional  rail  viability. 

For  the  reasons  cited  above,  USRA  is  unable  to  deter¬ 
mine  that  the  Proposals  on  Part  I  of  the  Appendix  D-3 
would  not  materially  impair  both  singly  and  cumula¬ 
tively  the  profitability  of  ConRail  and  other  carriers 
within  the  Region. 
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Appendix  I>-3  {Major  Market  ExtermonProposaU  Reviewed  Uifider  Section  906 {d){S))  ‘ 

PART  I 

Major  market  extenaion  proposals  that  cannot  now  be  found  not  to  materially  impair  the  profitability,  either  singly  or  cumulatiyely, 

of  any  railroad  in  the  Region  or  Ck>nRail 


Dwcription  o(  project 


AT8F-1 .  Chie^  River  end  Indiene  RR . 

AT8F-2 .  Indiene  Herbor  Beit  RR . 

AT8F-1 .  Mkshifen  Centrel  RR . 

AT8F-4 .  Kenkekee  Belt  Une . 

AT8F-6 .  Leke  Shore  end  Michisen  8outbem  Reilwey . 

AT8F-« .  Pittsbarsh,  Fort  Weyne,  end  Chicego  Ry . 

AT8F-7 _  Pltteborgb,  Cincinneti,  Chicego  A  8t.  Louis  RR _ 

AT8F-S .  Cleveiend,  Cincinneti,  Chicago  A  8t.  Louis  Reilwey. 

AT8F-9 .  Chici«o.  lU.— Nortbem  Ind . 

AT8F-10....  Detroit,  Mich . 

AT8F-U-...  Cleveiend,  Ohio . 

AT8F-12....  Cincinneti,  Ohio . 

AT8F-18....  Toledo,  Ohio . 

AT8F-14 _  Columbus,  Ohio . . . 

AT8F-U _  Indienepohs,  Ind . 

ATSF-16 _  East  8t.  Louis,  DL . 

AT8F-17. . . .  Pittsburgh,  Pe  end  Vicinity . 

AT8F-18....|  Buffalo,  N.Y . 

BALE-1 _ I  Sbenengo,  Pe.,  8heron,  Pa.,  Youngstown,  Ohio. . 


BAM-2 .  Rotterdam  Jet.,  N.Y.,  Buffalo,  N.Y. 

BN-l .  Zearing,  Ill.,  Hennepin,  Ill . 


BN-2 .  Eole,  111.,  Brisbane,  Ill.,  Steele,  Dl.,  Hobart,  Ind.,  Oriffitta, 

Ind.,  Porter,  Ind.,  Elkhart,  Ind. 


BN-S .  Porter,  Ind.,  Bums  Harbor,  Ind.,  Oary,  Ind.,  Indiana 

Harbor,  Ind.,  E.  Chicago,  Ind. 

BN  A .  Streetor,  HI.,  Hennepin,  I1L-. . . . . 


BN-6 .  Peoria  A  Eastern  Railway. 


CS  T .  Pittsburgh  A  Leke  Erie  RR. 


CS-8 .  Detroit,  Toledo  A  Ironton  RR . 

C8-17 .  Buffalo,  N.Y.,  E.  Salamanca,  N.Y. 


DAH-1 .  Wilkes-Barre,  Pa.,  to  Alexandria,  Va . . . 

DTAI-2 .  Toledo,  Ohio,  Owoeso,  Mich.,  Bay  City,  Ifich.,  Midland, 

Mich. 


DTAI-2 .  Springfield,  Ohio,  Olen  Echo,  Ohio . . . 

DTAI-4 .  Trenton,Mich.,  Qibraltar,Mich.,Rockwood,Mich.,  New¬ 

port,  Mich.,  Monroe,  Midi. 

DTAI-5 -  kfiddletown.  Ohio,  Hageman,  Ohio . . 


DTAI-6 -  Owoeso,  Mich.,  Lansing,  Mich. . . 

DTAI-7 -  River  Rouge,  Mich.,  Eoorse,  Mich.,  Peniord.  Mich. 

DTAI-8 .  Brownstown,  Mich.,  Carleton,  Mich . . 


DTAI-9 .  Saginaw,  Mich.,  Clare,  Mich.,  Cadillac,  Mich.,  Yuma, 

Mich.,  Harlan,  Mich. 

DTAI-10 -  lima,  Ohio,  Chicago,  Ill . 

DTAI-11....  Maitland,  Ohio,  Olen  Echo,  Ohio . 


DTAI-12....  Maitland,  Ohio,  Daytrm,  Ohio . 

EJAE-2 .  Indiana  Harbw,  Ind.,  East  Chicago,  Ind . 

QT-1 .  Helena,  N.Y.,  Rooeeveltown,  N.Y . 

GTW-I .  Detroit,  Mich.,  Detrdt  River  Tunnel,  Canada  Southern 

Railway. 

OTW-2 .  Vicksburg,  Mich.,  Fort  Wayne,  Ind.,  Richmond,  Ind., 

Hamilton,  Ohio,  Norwood,  Ohio,  Cincinnati,  Ohio. 

OTW-2 .  South  Bend,  Ind.,  Kankakee,  Ill.,  Streator,  111 . . . 


QTW-4. .  Detroit,  Mich.,  Jackson,  Mich.,  Battle  Creek,  ktich. 


Atchison,  Topeka  A  Santa  Fe  to  aoqnlre  entire  railroad. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  entire  railroad. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  entire  railroad. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  entire  railroad. 

Atchison.  Topeka  A  Santa  Fe  to  acquire  entire  railroad. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  entire  railroad. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  entire  railroad. 

Atchison.  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines  of  Penn  CentraL 

Atchison,  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines  of  Penn  Central. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines  of  Penn  Central. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines  of  Penn  Central. 

Atchison.  Topeka  A  Santa  Fe  to  acquire  yards,  termlnab  and  belt  lines  of  Penn  Central. 

Atchison.  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines  of  Penn  Central. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines  of  Penn  Central. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines  of  Penn  Central. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines  of  Penn  Central. 

Atchison,  Topeka  A  Santa  Fe  to  acquire  yards,  terminals  and  belt  lines  of  Penn  Central. 

Bessemer  A  Lake  Erie  to  acquire  trackage  rights  or  ownership  Interest  in  Penn  Central  or  Erie- 
Lackawanna  Lines  to  serve  market  directly. 

Boston  A  Maine  to  acquire  trackage  rights  over  Penn  Central. 

Burlington  Northern  to  acquire  trackage  rights  over  Chicago  A  Northwestern  south  of  Ladd  and 
purchase  Penn  Central  beyond  to  Hennepin  for  access  to  steel  plant. 

Burlington  Northern  to  acquire  trackage  rights  over  Elgin,  Joliet  and  Eastern  between  Eola  and 
vicinity  of  Brisbane  and  build  new  connection  to  Penn  Central  at  Steele.  Their  acquire  Penn 
Central  trackage  between  Steele  and  Hobart  or  between  Steele  and  Oiiffith  and  obtain  trackage  ' 
rights  to  Porter  and  bridge  rights  to  Elkhart. 

Assuming  Burlington  Northern  can  reach  Porter  It  would  obtain  trackage  rights  via  Penn 
Central  as  listed. 

Burlington  Northern  to  acquire  portion  of  Penn  Central  “Kankakee  Belt”  line  between  BN 
connection  at  Streator  and  Hennepin  Steel  BliUs. 

BurUngton  Northern  to  acquire  Peoria  A  Eastern  including  trackage  rights  over  Peoria  A  Pekin 
Union  between  Peoria  and  Pekin,  Ill.,  with  use  of  necessary  PC  facilities  presently  used  by 
PAE  traffic  at  Indianapolis.  Ind. 

Cbessie  System  (Baltimore  A  Ohio)  to  acquire  all  rail  properties  of  PALE  Including  its  H  Interest 
in  Monongahela  Railway  Co. 

Cbessie  System  to  acquire  all  rail  propertiee. 

Cheasie  System  (Chesapeake  A  Ohio)  to  acquire  trackage  rights  over  Erie-Lacka wanna  between 
Buffalo,  East  Salamanca,  Binghamton  and  possibly  East  of  Binghamton. 

Delaware  A  Hudson  to  acquire  trackage  rights  over  Penn  Central. 

Detroit,  Toledo  A  Ironton  to  acquire  Ann  Arbor  trackage  between  Toledo  and  Owosso  and  Penn 
Central  trackage  between  Owoeso  and  Bay  City  and  Midland,  or  Detroit,  Toledo  A  Ironton  to 
acquire  Ann  Arbor  trackage  between  Toledo  and  Durand  and  acquire  trackage  rights  over  Grand 
Trunk  Western  between  Durand  and  Bay  City  and  acquire  Penn  Central  between  Bay  (Tity 
and  Midland. 

Detroit,  Tifiedo  A  Ironton  to  acquire  portion  of  Penn  Central  Belleiontaine  Branch. 

Detroit,  Toledo  A  Ironton  to  acquire  Penn  Central  Toledo  Branch. 

Detroit,  Toledo-Ironton  to  acquire  Penn  Central  Middletown  secondary  track  between  Middletown 
(ARMCO  Lead)  and  Middletown  Jet. 

Detroit,  Toledo  A  Ironton  to  acquire  Penn  Central  Saginaw  Branch. 

Detroit,  Toledo  A  Ironton  to  acquire  Penn  Ontral  between  Peniord  (DTAI  crossing)  and  Carleton 
(CAO  connection). 

Detroit,  Toledo  A  Ironton  to  acquire  Penn  Central  Marsh  track  between  Marion  Avenue  and  Te- 
eumseh  Yard. 

Detroit,  Toledo  A  Ironton  to  acquire  trackage  rights  over  Chesapeake  A  Ohio  between  Saginaw  and 
Clareand  over  Arm  Arbor  between  Clare  and  Harlan  thence  to  Frankfut  if  car  ferry  is  subsidised. 

Detroit,  Toledo  A  Ironton  to  acquire  Erie-Lackawstma  line  from  Lima  to  Chicago. 

Detroit,  Tifiedo  A  Ironton  to  acquire  Erie-Lackawanna  line  from  Bfaitland,  Ohio  to  Glen  Echo, 
Ohio. 

Detroit,  Toledo  A  Ironton  to  acquire  Erie-Lackawanna  line  from  Maitland,  Ohio  to  Dayton,  Ohio. 

Elgin,  Joliet  A  Eastern  to  acquire  certain  facilities  of  Indiana  Harbor  Belt.  ^ 

Grand  Trunk  to  acquire  Penn  Central  trackage. 

Canadian  National  or  Grand  Trunk  Western  to  acquire  certain  Penn  Central  property  in  the  De- 
tixfit  area,  Detroit  River  Tuimel,  and  all  or  portions  of  the  Canada  Southern  Railway. 

Grand  Trunk  Western  to  acquire  approx.  244  miles  of  Perm  Central  line  from  Vicksburg  to  Cin¬ 
cinnati.  Route  to  include  bridge  trackage  rights  over  Penn  Central  through  Fort  Wayne  and 
Richmond. 

Grand  Trunk  Western  to  acquire  approximately  162  miles  of  Penn  Central  line  between  Sooth  Bend 
and  Streator. 

Grand  Trunk  Western  to  acquire  approximately  US  miles  of  Penn  Central  track  from  Detroit  to 
Battle  Croak.  OTW  to  acquire  Penn  Central  terminal  responribilitles,  including  Detroit-Wlndsor 
tunnel. 
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Appendix  D-3  {Major  Market  Extension  ProposcHs  Reviewed  Under  Section  206{d)  (S) ) — Continued 

PART  I — Continued 


Major  market  extension  proposals  that  cannot  now  be  found  not  to  materially  impair  the  profitability,  either  singly  or  cumulatively, 

of  any  railroad  in  the  Region  or  GonRall — Continued 


ProJ«;tID 

Location 

Deecription  of  project 

OTW-« . 

Detroit,  Mich.,  Warren,  Mich.,  Utica,  Mich.,  Roeheeter, 

Grand  Trunk  Western  to  acquire  and  operate  28  miles  of  Penn  Central  trackage  between  Detroit 

OTW-IO . 

Mich. 

and  Rochester  including  terminal  bMdllties  at  Detroit  and  Sterling,  Mich. 

Grand  Trunk  Western  to  acquire  all  Pern  Central  trackage  in  Battle  Creek  terminal.  Modify  rail 
facility  in  cooperation  with  City  Redevelopment  Plans. 

Grand  Trunk  Western  to  acquire  entire  Detroit,  Toledo  and  Ironton  RR. 

nUnols  Central  Gulf  to  acquire  Penn  Central  route  via  Lebanon,  former  Pennsylvania  RR  to  Hunt, 
and  Big  Four  RR  to  Indianapolis  including  terminal  focilities  at  Indlan^ptolis,  or  in  the  event 
Southern  Railway  acquiree  Big  Four  from  Indianapolis  to  Cincinnati,  Illinois  Central  Gulf  to 
acquire  Kankakee-lndianapolis  via  Lebanon,  Hunt,  former  Pennsylvuiia  RR  or  via  Lebanon, 
Davis  former  Pennsylvania  RR  with  trackage  rights  pver  Penn  Central  or  Indianapolis  Union 
Terminal  for  direct  connection  with  Southern  Railway. 

Illinois  Central  Gulf  to  acquire  former  New  York  Central  RR  lines  via  Elkhart,  Toledo  and 
Cleveland. 

Illinois  Central  Gulf  to  acquire  former  Michigan  Central  RR. 

Illinois  Central  Gulf  to  acquire  Matteaon  to  connection  with  former  Michigan  Central  between 
Kensington  and  Porter. 

OTW-ll 

Tf!0-1 

Tro-2 

Chiron,  111.,  RiiffAlo,  N.Y _ 

iro-a 

iro-4 

irn-ji 

TPn-« 

Rivers,  Kalamasoo,  Detroit,  Windsor,  St.  Thomas,  and  Welland,  Ontario. 
llUnots  Central  Gulf  to  acquire  Penn  Central  Line. 

Illinois  Central  Gulf  to  acquire  Penn  Central  Line. 

ICG-7 . 

Welland,  Ontario,  Buffalo,  N.Y.,  Niagara  Falls,  N.Y., 

‘iro-s 

Suspension  Bridge,  N.Y. 

Illinois  Central  Gulf  to  acquire  former  New  York  Central  RR  Kankakee  Belt  Line. 

Illinois  Central  Gulf  to  acquire  former  Pennsylvania  RR  to  Terre  Haute  and  Big  Four  RR  beyond. 

ICO-9 . 

East  St.  Louis,  Ill.,  Terre  Haute,  Ind.,  Indianapolis,  Ind., 

1C  0-10 . 

Munde,  Ind.,  Bellefontaine,  Ohio,  Gallon,  Ohio,  Berea, 
Ohio,  Cleveland,  Ohio. 

Indianapolis,  Ind.,  Dayton,  Ohio,  London,  Ohio,  Cohun- 

Illinois  Central  Gulf  to  acquire  former  Pennsylvania  RR  to  Dayton,  New  York  Central  RR  to 

ICG-ll _ 

bus,  Ohio,  Mingo  Jet.,  Ohio,  Pittsburgh,  Pa. 

Mingo  Jet.,  Ohio,  Conway,  Pa _ 

London,  and  Pennsylvania  RR  beyond. 

Illinois  Central  Gulf  to  acquire  Penn  Central  Line. 

lCG-12 . 

Cleveland,  Ohio,  Alliance,  Ohio,  Conway,  Pa.,  Pitts- 

Illinois  Central  Gulf  to  acquire  Penn  Central  Line. 

ICO-18 . 

burgh.  Pa. 

Hudson,  Ohio,  Akron,  Ohio . 

Illinois  Central  Gulf  to  acquire  Penn  Central  Line. 

Illinois  Central  Gulf  to  acquire  Cincinnati  to  Ridgeway  via  former  Big  Four  RR,  Ridgeway  to 

ICO-I4 . 

Cincinnati,  Ohio,  Middletown,  Ohio,  Dayton,  Ohio,  Belle- 

L&N-l . 

fontaine,  Ohio,  Ridgeway,  Ohio,  Findlay,  Ohio,  Toledo, 
Ohio,  Bfonroe,  Mich.,  Wyandotte,  Mich.,  Detrdt,  Mich. 

Toledo  via  former  Ohio  Central  R  R  and  Toledo  to  Detroit  via  former  New  York  Central  R  R.  * 

Louisville  A  Nashville  to  acquire  Penn  Central  trackage  via  Middletoarn,  Dayton,  Springfield, 
Urbana,  Bellefontaine,  Ridgeway,  Kenton,  Findlay,  Bowling  Green,  Toledo,  Monroe,  Wyandotte, 
and  River  Rouge. 

Louisville  A  Nashville  to  acquire  Penn  Central  trackage  via  Riverside  Yard,  Lawrenceburg  Jet., 
Greensburg,  ShelbyviUe,  and  Beech  Grove. 

Louisville  A  Nashville  to  acquire  Penn  Central  trackage  south  of  Ohio  River  in  Louisville  and  to 
Speed  and  Charlestown,  Ind. 

Louisville  A  Nashville  to  acquire  trackage  rights  via  Penn  Central  in  order  to  serve  Burns  Harbor. 

Norfolk  A  Western  to  acquire  trackage  rights  via  Penn  Central  between  Orrville  and  Chicago. 

Norfolk  A  Western  to  acquire  Detroit,  Toledo  A  Ironton  between  Detroit  and  S.  Charleston  and  be¬ 
tween  Bondclay  and  Ironton,  Ohio. 

Norfolk  A  Western  to  acquire  Perm  Central  between  S.  Charleston  and  Cincinnati  (Clare)  via  Xenia 

L&N-2 . 

LAN-3 . 

LAN-e . 

NAW-a . 

NAW-4 . 

NAW-5 . 

Cincinnati,  Ohio,  S.  Charleston,  Ohio . 

NAW-6 . 

Detroit,  Mich.,  Buffalo,  N.Y. . 

Norfolk  A  Western  to  acquire  Perm  Central  trackage  via  International  Bridge  and  some  associated  in- 

NAW-7 . 

tercets  in  terminal  properties. 

NOTfolk  A  Western  to  acquire  Penn  Central  trackage  via  Toledo  (Airline)  and  some  associated  in¬ 
terests  in  terminal  properties. 

Norfolk  A  Western  to  acquire  Perm  Central  trackage  via  Warren,  Mich,  and  some  associated  interests 

NAW-8 . 

Detroit,  Mich.,  Midland,  Mich . 

NAW-9 . 

Jackson,  Mich.,  Lansing,  Idich _ 

in  terminal  properties. 

Norfolk  A  Western  to  acquire  Penn  Central  trackage  and  some  associated  interests  in  terminal 

NAW-IO _ 

properties. 

Norfolk  A  Western  to  acquire  Penn  Central  trackage  and  some  associated  interests  in  terminal 
properties. 

Norfolk  A  Western  to  acquire  ownership  of  or  trackage  rights  over  Penn  Central  Lines. 

Pittsburgh  A  Lake  Erie  to  acquire  Erie  Lackawanna  trackage  for  140  miles  via  Sharon,  Pa.,  Youngs 
town,  Warren,  and  Akron,  Ohio. 

Pittsburgh  A  Lake  Erie  to  acquire  Erie-Lackawaiuia  trackage  for  52  miles  from  Warren  to  Cleveland. 
Pittsburgh  A  Lake  Erie  to  acquire  Erie-Lackawanna  trackage  (or  29.7  miles. 

NAW-12  _  - 

PALE-1 

PALE-2 . 

PALE-3 . 

Transfer,  Pa.,  Leavittshnrg,  Ohio  _ 

PALE-6 

PALR-7 

Pittsburgh  works.  Pittsburgh  A  Lake  Erie  to  perform  switching  for  Penn  Central  giving  cars 
to  them  at  McKees  Rocks. 

Pittsburgh  A  Lake  Erie  to  acquire  Erie  Lackawanna  line  between  Doughton,  Jet.  and  Shenango. 
Pittsburgh  A  Lake  Erie  to  acquire  Erie  Lackawanna  line  between  Cleveland  and  Rochester,  Pa., 

PALE^-... 

Cleveland,  Ohio,  Bellaire,  Ohio,  Yellow  Creek,  Ohio, 

PALE-9 

AUlanoe,  Ohio,  Rochester,  Pa. 

via  Bellaire,  Yellow  Creek  and  Alliance. 

Pittsburgh  A  Lake  Erie  to  acquire  Erie  Lackawanna  line  via  Wierton  including  Captina  Branch. 
Richmond,  Fredericksburg,  A  Potomac  to  operate  over  acquired  lines  of  Perm  Central,  Chessie, 

RFAP-1 _ 

Alexandria,  Va.,  Baltimore,  Md.,  Harrisburg,  Pa.,  Wilm- 

sn^i _ 

ington,  Del.,  Philadelphia,  Pa.,  Newark,  NJ.,  Jersey 
City,  N.J.,  New  York,  N.Y. 

.  Norfolk,  Va.,  Dover,  Del.,  Wilmington,  Del.,  New  York, 
N.Y. 

Reading,  Central  New  Jersey  to  reach  end  and  intermediate  points  and  connections,  with  open 
routings  at  all  points. 

Seaboard  Coast  Line  to  acquire  Penn  Central  lines  on  Delmarva  Peninsula  to  and  including  Wil- 
mlngton  DeL,  with  trackage  rights  beyond  to  New  York  and  access  to  all  intermediate  markets. 
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Appendix  D-3  {Major  Market  Extengion  PropogaU  Reviewed  Under  Section  206 {d)  (5) ) — Continued 

PART  I — Continued 

Major  market  extension  proposals  that  cannot  now  be  foond  not  to  materially  impair  the  profitability,  ^ther  singly  or  cumulatiyely, 

of  any  railroad  In  the  Region  or  GonRail — Continued 


ProisetlD 


8L8F-1. 

8L8F-2. 

8L8F-I. 

8L8F-i. 

8L8F-S. 

8L8F-e. 

80U-1.. 


80U-2. 

80U-8- 


Locstfon 


8t.  Louis,  llo.,  Terre  Haute,  Ind _ 

Terre  Haute,  Ind.,  Indianapolis,  Ipd. 
Indianapolis,  Ind.,  Cleveland,  Ohio.. 


Clevdand,  Ohio,  Buflalo,  N.Y _ 

Ridgeway,  Ohio,  Detroit,  Mich _ 

Indian^Mrlis,  Ind.,  Pittsburgh,  Pa. 


Cincinnati,  Ohio,  Indianapolis,  Ind. 


Detroit,  Toledo  A  Ironton  RR . . 

8prlnglMd,  Ohio,  8.  Charleston,  Ohio,  Cincinnati.  Ohio. 


8TL8W-1... 

8TL8W-2... 

8TL6W-2... 

8TL8W-4... 

8TL8W-*... 

8TL8W-a... 

8TL8W-7... 

8TL8W-8... 

8TL8W-9..- 

8TL8W-10... 

8TL8W-11... 

8TL8W-12... 

TP&W-2 _ 

TP4W-4.... 


8t.  Louis,  Mo.,  Chicago,  ni . 

Cairo,  HI.,  Chicago,  Ill . 

Chicago  River  and  Indiana  Railroad. 

Indiana  Harbor  Belt  Railroad . 

Chicago,  IlL,  Detroit,  Mich . 


8t.  Louis,  Mo.,  Indianapolis,  Ind. 
Indianapolis,  Ind.,  Buffalo,  N.Y. 


Ridgeway,  Ohio,  Detroit,  Mich . 

IrKbanapoUs,  Ind.,  BelMontaine,  Ohio . . 

Indianapolis,  Ind.,  Columbus,  Ohio . 

Union  City,  Ind.,  Pittsburgh,  Pa . 

Marion,  Ohio  to  Jamestown,  N.Y.,  to  Buffalo,  N.Y.,  to 
8aspen8lon  Bridge,  N.Y. 

Effner,  Ind.,  Crdumbus,  Ohio . . 


Crandall,  Ill.,  Indianapolis,  Ind. 


Description  of  project 


8t.  LouiaBan  Frandaco  to  acquire  Perm  Central  trackage  via  Vandalia. 

8t.  Lonis-San  Francisco  to  acquire  former  Big  Four  route  trackage. 

St.  Louia-San  Frandsoo  to  acquire  Perm  Central  trackage  via  Anderson,  Munde,  Ridgeway  and 
Oalion. 

8t.  Louis-San  Frandaco  to  acquire  Perm  Central  trackage. 

St.  Louis-San  Frandaco  to  acquire  Perm  Central  trackage  via  Tdedo. 

8t.  Louis-San  Frandaco  to  acquire  Perm  Central  trackage  via  Dunreith,  Richmond,  Dayton, 
Xenia  and  Coltnnbus. 

Southern  Railway  to  acquire  Perm  Central  line  begiiming  with  Southern  ooimecUon  near  Okla¬ 
homa  Avenue  via  Riverdde,  Valley  Jet.,  and  Oreensburg,  including  Riverside  Yard  at  ClndimaUr 
and  Hill  Yard  at  Indianapolis.  Also  Perm  Central  lines  beyond  Hill  Yard  to  provide  oonnecUon 
with  Indianapolis,  Diilon  RR  (Belt)  and  ownership  or  trackage  rights  to  ooimect  srith  Penn 
Ceotral  line  to  Kanakee.  Also  Perm  Central  Dearborn  Branch. 

Southern  to  acquire  entire  Detroit,  Toledo  4  Ironton  with  either  ownership  or  trackage  rights  to 
provide  access  from  Detroit,  Toledo  4  Ironton,  main  line  to  Oest  Street  Yard  at  Cindnnati. 

Southern  acquire  direct  eonnection  between  Detroit,  Toledo  4  Ironton  main  line  and  Cincinnati, 
via  1  of  2  routes:  Perm  Central  from  S.  Charleston  via  Xenia,  Morrow,  Middletown  Jet.,  Loveland, 
thence  Baltimore  4  Ohio  trackage  to  Oest  St.  Yard,  or  Perm  Ontral  from  S.  Charleston  via 
Xenia,  Morrow,  Ifiddletosm  Jet,  Loveland,  Clare,  Undcrcllff  Yard,  Vine  St.,  to  Oest  St.  Yard, 
or  Perm  Central  line  or  trackage  rights  from  Springfield  via  Dayton,  Sharonville,  Ivorydale, 
thence  Baltimore  4  Ohio  trackage  to  Oest  St.  Yard. 

St.  Louis  Sonthsrestem  to  acquire  and/or  operate  Penn  Central  route  via  Paris,  III. 

St.  Louis  Southwestern  to  acquire  and/or  operate  Perm  Central  rotate. 

St.  Louis  Southwestern  to  adquiib  aad/«g  op^te  entire  railroad. 

St.  Louis  Southwestern  to  acquire  and/or  operate  Penn  Central  portioa. 

St.  Louis  Southwestern  to  acquire  and/or  operate  Penn  C^tral  route  via  Southbend,  Ind.  and 
Toledo,  Ohio. 

St.  Louis  Southwestern  to  acquire  and/or  <9erate  Penn  Central  route  via  Terre  Haute,  Ind. 

St.  Louis  Southwestern  to  acquire  and/or  operate  Pom  Central  route  via  Union  City,  Ridgeway, 
Cleveland  and  Suspension  Bridge. 

St.  Louis  Southwestern  to  acquire  and/or  operate  Penn  Central  route  via  Toledo. 

St.  Louis  Southwestern  to  acquire  and/or  operate  Penn  (Central  route  via  Cincinnati  and  Dayton . 

St.  Louis  Southwestern  to  acquire  and/or  operate  Penn  Central  route  via  Dayton. 

St.  Louis  Southwestern  to  acquire  and/or  operate  Penn  Central  route  via  Columbus. 

St.  Louis  Southwestern  to  acquire  and/or  operate  Erie  Lackawanna  route. 

Tededo,  Peoria  4  Western  to  acquire  tracki^e  rights  over  Penn  Central  between  Effner  and  Colum¬ 
bus. 

Toledo,  Peoria  4  Western  to  acquire  trackage  rights  over  Norfolk  4  Western  between  Crandall  and 
Bloomington  attd  over  Peoria  4  Eastern  between  Bloomington  and  Indianapolis. 


Major  Market  Extensions  Not  Materially  Im¬ 
pairing  Profitability 

This  part  of  Appendix  D-3  is  comprised  of  major 


market  ext^isions  which  USRA  finds,  with  appropriate 
modification  in  certain  instances,  will  not,  either  singly 
or  cumulatively,  materially  impair  the  profitability  of 
any  railroad  including  ConRail  in  the  Region. 


Appendix  D-3  {Major  Market  Extension  Proposals  Reviewed  Under  Section  206 {d)  {3) ) 


PART  II 


Major  market  extension  proposals  that  will  not  materially  impair  the  profitability,  either  singly  or  cumulatively,  of  any  railroad  in  the 

Region  or  ConRail 


Project  ID 

1 

Location 

B4M-1 . 

Springfield,  Mass.,  New  Yortt,  N.Y . . 

C8-2. . 

Nicholas,  Fayette  4  Greenbrier  R.R . . . . 

CS-t. . 

Canada  Southern  Ry.,  Detroit  River  Tunnel . . 

C8-« . 

Shippensburg  (Lurgan),  Pa.,  Philaddphia,  Pa.,  Wilming¬ 
ton,  Del.,  Allentown,  Pa.,  Bethlehem,  Pa. 

C8-6 . 

Monongahela  Ry . . . 

C8-7 . 

Midland,  Mich . 

C8-8 . 

Bay  City,  Mich.,  Saginaw,  Mich . . . 

C8-* . 

i 

Drecriptlon  of  project 


Boston  4  Maine  to  acquire  trackage  rights  or  Central  Vermont  lease  and  B4M  provide  service. 

Cbessie  System  (Ches^wake  4  Ohio)  to  acquire  all  rail  properties. 

Chessie  System  (Chesapeake  4  Ohio)  to  acquire  all  rail  properties. 

Cheasie  System  (Baltimore  4  Ohio)  to  acquire  trackage  or  trackage  rights  from  Lurgan  via  Harris¬ 
burg  to  the  ADentown/Bethlehem  and  Greater  Philadelphia  areas  with  or  without  access  to 
on-line  industry  in  and  between  those  points. 

Baltimore  4  Ohio  to  sell  H  Interest  to  Penn  Central  and/or  Pittsburgh  4  Lake  Erie  as  an  altemaUve 
to  acquiring  the  Pittsburgh  4  Lake  Erie  and  its  H  interest  in  Monongahela. 

Chessie  System  (Chesapeake  4  Ohio)  to  acquire  Penn  Central  trackage  needed  to  oonUnue  service 
to  drippers  on  those  tracks. 

Chessie  System  (Chesapeake  4  Ohio)  to  acquire  Penn  Central  trackage  needed  to  oontinue  service 
to  shippers  on  those  tracks. 

Chessie  System  (Chesapeake  4  Ohio)  to  acquire  Penn  Central  trackage  needed  to  oontinue  service 
to  shippers  on  those  tracks. 
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Appendix  D-3  {Major  Market  Extention  PropoeaU  Reviewed  Under  Section  W6{d)  (S) ) — Continued 

PART  II — Continued 

Major  market  extension  proposals  that  will  not  materially  impair  the  profitability,  ^ther  singly  or  cumalatively,  of  any  railroad  in 

the  Region  or  Ck)nRail — Ckmtinned 


Project  ID 

Location 

CS-iO. . 

Grand  Rapids,  Mich . . . 

CS-11 . 

Louisville,  Ky . . . . . . . 

C8-12. . 

Nltro-Chark«ton,  Swiss,  W.  Vs .  . . .  . 

CS-U _ 

CS-14- . 

Dayton,  Ohio,  Warren,  Ohio . . . 

CS-IS  _ 

Warren,  Ohio,  Greenville,  Pa.,  Sharon,  Pa.,  Newcastle,  Pa. 

Greenville,  Pa.,  East  Salamanca,  N.Y. . . . . 

CS-16 . 

CS-18. . 

Buflalo  Creek  RR . . . . 

DTAI-1 . 

Cincinnati,  Ohio,  South  CharliMton,  Ohio  _ _ 

EJAE-1 . 

i 

Hcfewisch,  DL . 

OTW-6 . 

T,anfing,  Mich _ 

OTW-6 . 

Saginaw,  M1<>h,,  Ray  ^^ty,  MIch _ _  - 

OTW-7 . 

Midland,  Mich  1  Ray  Cityj  Mich  ' 

OTW-9 . 

GTW-ll . 

Rochester,  Mich.,  Oxford,  Mich.,  Lapeer,  Mich.,  Vassar, 
Mich. 

Grand  Rapids,  Mich.,  Muskegon,  M|ch  . 

OTW-12 . 

Vicksburg,  Mich.,  Kalamaxoo,  Mich.,  Grand  R^ds, 
Mich. 

ITRR-1 . 

Peoria,  HI.,  Decatur,  Ill . . . . 

ITRR-2 _ 

Peoria  and  Eastern  RR... . . . . 

ITRR-6 . 

Decatur,  IlL,  Tern  Haute,  Ind . .  . . 

NAW-2 . 

Wilkes-Barre,  Pa.,  Hanisburg,  Pa.,  Hagerstown,  Md . 

NAW-11 . 

Melvindale,  Mich... _ _ _ 

NAW-U . 

NAW-14 . 

Deepwater,  W.  Va.,  Swiss,  W.  Va.,  Landlsborg,  W.  Va., 
Peters  Creek,  W.  Va.,  Nitro,  W.  Va.,  Deepwater  Bridge, 
W.  Va. 

Cleveland,  Ohio,  Yo^ingstown,  Ohio _ 

NAW-15 . 

Buffalo,  N.Y.,  Binghamton,  N.Y.,  Northern  New  Jersey. 

NAW-16 . 

Buflalo,  N.Y.,  Waverly,  N.Y.,  Northern  New  Jersey, 
Binghamton,  N.Y. 

PAtE-f-.... 

Youngstown,  Ohio,  Ashtabula,  Ohio .  .  .  . . 

PALE-S . 

Aliquippa,  Pa.,  Conway,  Pa . . . . . 

PALE-10.... 

Kabuta,  Pa.,  Wierton,  Wheeling,  W.  Va _ 

RPAP-2>... 

Wilmington,  Del.,  Norfolk,  Va _ _ _ _ _ 

SOU-1  • . 

Wilmington,  Del.,  Norfolk,  Va  . 

Description  of  project 


ClMMle  System  (Cbeeapeeke  A  Ohio)  to  acquire  Penn  Central  trackase  needed  to  oontinoe  serrioe 
to  shippers  on  those  tracks. 

Cheasle  System  (Baltimore  &  Ohio)  to  acquire  Penn  Central  trackage  needed  to  continue  service 
to  shippers  on  those  tracks. 

Chfssie  System  (Chesapeake  A  Ohio)  to  acquire  Penn  Central  trackage  needed  to  oontinoe  service 
to  shippers  on  these  tracks. 

Chemie  System  (Baltimore  A  Ohio)  to  acquire  Penn  Central  trackage  needed  to  continue  service 
to  shippers  on  those  tracks. 

Cheasie  System  (Baltimore  A  Ohio)  to  acquire  Erie  Lackawanna  trackage  between  Dayton  and 
Warren. 

Cheasie  System  (Baltimore  A  Ohio)  to  acquire  Erie  Lackawanna  trackage  between  Warren  and 
Greenville  including  the  Sharon-Newcastle  Branch. 

CbeHte  System  (Baltimore  A  Ohio)  to  acquire  Erie  Lackasranna  trackage  between  Greenville  and 
East  Salamanca  Including  OU  City  Branch. 

Cheaaie  System  (Baltimore  A  Ohio)  to  acquire  rail  properties  or  leasehold  interest  now  owned  by 
Erln-Laekawanna  and  Lehigh  Valley.  Altmiatively  Cbessie  acquire  trackage  rights  over  Buflalo 
Oeek  Railroad. 

DTAI  acquire  ownership  or  trackage  rights  over  Penn  Central  between  Cincinnati  and  South 
Charleston  via  “Little  Ifiami"  route,  or  DTAI  acquire  ownership  or  trackage  rights  over  Penn 
Central  between  Springfield  and  Ivorydale  via  Dayton  thence  over  BAO  to  LAN  and  Southern 
connections  at  Cindnimti.  Also  acquire  ownership  or  trackage  rights  over  Penn  Central  to  LAN 
and  Southern  via  Undercliff. 

Elgin,  Joliet  A  Eastern  to  acquire  Penn  Central  line  between  Hegewisch  and  South  Chicago. 
Grand  Trunk  Western  to  acquire  all  Penn  Central  terminal  trackage  at  Lansing. 

Grand  Trunk  Western  to  acquire  Penn  Central  trackage  within  Saginaw  and  Bay  City. 

Grand  Trunk  Western  to  acquire  and  operate  the  Penn  Central  track  from  Bay  City  to  Midland, 
19  miles,  indudlng  the  terminal  lacilltles  at  Midland. 

Grand  Trunk  Western  to  acquire  Penn  Central  facilities  at  Oxford,  Rochester,  Lapeer  and  Saginaw. 

Chesapeake  A  Ohio  to  acquire  Penn  Central  terminal  facilities  at  Vassar. 

Grand  Trunk  Western  to  acquire  and  operate  28  miles  of  Penn  Central  trackage  between  Grand 
Rapids  (Walker)  and  Muskegon. 

Grand  Trunk  Western  to  acquire  and  oporate  approximately  61  miles  of  Penn  Central  line  between 
Vleksbotg  and  Grand  Rapids  and  Branch  Line  between  Plainwell  and  Otsego,  also  Penn  Central 
terminal  facilities  in  Grand  Rapids  assuming  Penn  Central  discontinues  operations  north  of 
Grand  Rapiis. 

Illinois  Terminal  to  acquire  Penn  Central  trackage  over  which  Illinois  Terminal  now  has  trackage 
rights. 

DUnois  Terminal  acquire  PAE  between  Peoria  and  Indianapolis. 

Illinois  Terminal  to  acquire  Penn  Central  trackage  between  Decatur  and  Terre  Haute. 

Norfolk  A  Western  and/or  Delaware  A  Hudson  to  acquire  ownership  or  trackage  rights  between 
Wilkes-Barre  and  Hagerstown  via  Harrisburg. 

NorMk  A  Western  to  acquire  28.86  acres  of  land  and  associated  trackage  and  operating  agreements 
from  Perm  Central. 

Norfdk  A  Western  to  acquire  Penn  Central  lines  and  Penn  Central  interest  in  Nicholas,  Fayette  A 
GreenlHier  Railroad. 

Norfidk  A  Western  to  acquire  Erie  Lackawanna  trackage  between  Youngstown  and  Cleveland, 
possibly  limited  to  trackage  rights  between  Leavittsbnrg  and  Warren. 

Norfolk  A  Western  to  acquire  trackage  of  or  trackage  rights  over  Erie-Lackawanna  from  Buflalo  to 
Northern  New  Jersey  and  access  to  some  additional  trafllc  base  in  that  area.  Also  trackage  of  or 
trackage  rights  over  EL  from  Central  Ohio  to  Homell,  N.  Y.,  if  required  for  service  or  operating 
reasons. 

Same  as  NAW-IS  but  with  track  of  or  trackage  rights  over  EL  from  Buffalo  to  Waverly  then  of  or 
over  Lehigh  Valley  to  Northern  New  Jersey.  Also  a  connection  to  Delaware  A  Hudson  at  Bing¬ 
hamton. 

PALE  acquire  trackage  rights  or  ownership  of  Penn  Ontral  trackage. 

Peim  Central  close  CVmway  Rail  Barge  coal  transload  tecllity  and  enter  agreement  tor  Joint  use  of 
PALE  Coiona  facility  at  Aliquippa. 

Pittsburgh  A  Lake  Erie  to  acquire  Penn  Central  lines  between  Kabuta  and  Weirton. 

REAP  operate  over  or  acquire  Penn  Central  lines  to  reach  eiHl  and  intermediate  points  and  con- 
nectiona  with  open  routing  at  all  connection  points. 

Southern  to  acquire  Edgemoor  Yard  at  Wilmington  and  all  lines  east  and  south  of  the  corridor 
main  line  including  Shellpot  secondary  tracks,  line  from  Bridge  to  Ragan  and  from  Porter 
to  Newark.  All  lines  from  Edgemoor  Yard  to  Cape  Charles  including  oariioat  operation  between 
Norfolk  and  Cape  Charies  and  all  Penn  Ontral  tracks  in  and  around  Norfolk  Virginia.  Southern 
would  propose  to  acquire  the  branch  lines  on  the  Peninsula  Line  with  the  following  exceptions: 
Line  from  Cape  Junction  to  Kiptopeke  (probably  already  retired). 

(Tiisfleld  Branch  from  Kings  Creek  to  Ciisfield. 

Willard  Branch  from  SaUsbury  to  Parsonsburg. 

Vienna  Branch  bom  Hurlock  to  Vienna. 

The  Oxford  Branch  from  Easton  to  McDaniel.  (probaUy  already  retired). 

The  Denton  Branch  from  Denton  to  (Queenstown. 

The  Cbsatartown  Branch  from  Massey  to  Cbestertown. 

^  The  Centerville  Branch  from  Townsend  via  Massey  to  Centerville  unless  the  present  shipper 
subsidy  arrangement  or  a  similar  appropriate  arrangement  Is  continued. 

Also  trackage  rights  as  ireeded  to  provide  direct  connection  to  BAO  and  RDG  at  Wilmington. 


See  footnotes  at  end  of  table. 
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Appendix  D-3  {Major  Market  Extention  Proyo%aiU  Reviewed  Under  Section  206 {d)  (S) ) — Continued 

PART  II— Cimtinued 

Major  mari^eC  extaudcm  propoaala  that  will  not  materially  Impair  the  proAtability,  rither  singly  or  cnmulatirely,  of  any  railroad  in 

the  Region  or  ConRall — Ckmtinned 


Location 

Deacription  of  project 

BfInar,  Ind.,  Loganapart,  Ind . . 

Toledo,  Peoria  A  WeaUm  to  acquire  trackage  rights  over  Penn  Central  between  Bffncr  and  Logana- 
port 

Sbetdou,  ni.,  Indianapolis,  IimI . . 

TP  AW  aoqnirs  tiaekage  rights  ovar  Perm  Central  between  Sheldon  and  IndlanapoMs 

B-L  Systssn.... _ _ _ _ _ _ _ .... 

Chaarie  Systam  to  acquire  entire  Brio  Lackawanna  Hallway  Company. 

B-L  Syatwn . . . 

Norfolk  A  Waatam  Railway  Coanpany  to  acquire  entire  Brie  Laaskawanna  Railway  Company. 

Buffalo,  N.Y.,  Binghamton,  N.Y.,  Ncrthem  New  Jeraey. 

Cbearia  Syatom  to  acquire  trackage  of  or  trackage  rights  ovar  Brie  Laokawarma  from  Buffalo  to 

Northern  New  Jersey  and  access  to  some  additional  traffic  base  in  that  area.  Also  trackage  of  or 
trackage  rights  over  BL  from  Central  Ohio  to  Homall,  N.  Y.,  if  required  for  sarvloe  or  operating 
fMIOIIS. 

Harrisburg,  Pa.,  AUeutown,  Pa.,  Bethlehem,  Pa.,  Phila- 

Norfolk  A  Western  to  acquire  trackage  or  trackage  rights  from  Ontral  Ohio  via  Harrisburg  to  the 

driphia.  Pa.,  WQmington,  DeL,  Central  Ohio. 

ADentown/Bethlehem,  Oreater  Philadelphia,  and  Wilmington  areas,  with  or  wKbont  access  to 
on-line  todnatry  in  and  betwem  those  polrtts. 

Buffalo  Cnak  By . . . 

Norfolk  A  Western  to  acquire  rail  properties  or  leasehold  interest  now  oamed  by  Brie  Lackawatma 
or  LeUgb  Valley  or  acquire  trackage  r^ts. 

*  While  not  qwetflcelly  eddlng  oondltlona  at  this  time,  this  finding  of  no  msterial 
Impolrment  of  profitability  assomes  that  eqnitable  rate  divisions  aoeeptable  to 
ConRall  can  be  negotiated  and  that  ConRall  would  be  rdleved  of  all  expenses  which 

Other  Coordinations  and  Maricet  Extensions 

Appendix  D-4  lists  proposed  coordination  projects 
which  involve  acquisitions  of  portions  of  solvent  rail¬ 
roads  by  the  ConRail  system  to  be  established  under 


may  be  involved  in  the  establishment  of  an  interchange  yard  at  Wilmington  and 
the  constmction  of  other  facilities  (i.e.,  bridges,  etc.)  necessary  to  move  traffic  over 
this  ronte  wltbont  interference  to  the  Northeast  Corridor  passenger  lines. 

the  Act.  These  acquisitions  do  not  require  a  finding  by 
the  Association  under  the  provisions  of  Section  206 
(d)  (3),  but  are  listed  here  for  the  purpose  of  eliciting 
public  response. 


Appendix  D-4  {Propoeed  CoordinaUons  and  Market  Extensions  Not  Svhject  to  Section  206{d)  (3) ) 

Determinations  regarding  prc^tability  impairment  not  required 


Deacription  of  project 


Service  continned 


DE-0....  Various. 


IN -15 _  Jefleraonvllle,  Ind.,  Louisville,  Ky., 

N.  Venum,  Ind. 


IN-18 _  Indianapolis,  Ind. 


MA-? _  Boston,  Mass.,  Rotterdam  Junction, 

N.Y. 

MA-8 _  Canal  Jet.,  Maas.,  Creamery,  Mass., 

Forest  Lake,  Mass.,  Wheelwright, 
Maas. 


MD-2 _  Baltimore,  Md.,  Philadelphia,  Pa., 

Washington,  D.C.,  Wilmington,  Dd. 


MI-12 -  Delta,  Ohio.,  Detroit,  Mich.. 


The  only  project  not  subject  to  Section  206(d)(1)  that 
involves  the  State  of  D^ware  is  MD-2. 

Pom  (Central  (CtmRail)  to  acquire  the  Baltimore  A 
Ohio  (Cheaale  System)  line  from  Jeffersonville  to 
Louisville  inclusive,  with  BAO  to  abandon  Its  line 
from  North  Vernon  to  Jeffersonville. 

Perm  Central  (ConRail)  to  acquire  1  mile  of  Norfolk 
A  Western  track  in  the  Indianaprfils  terminal  area 
now  being  used  only  by  PC. 

There  are  no  other  projects  not  subject  to  Section  206 
(d)(S)  that  involve  the  State  at  Indiana. 

Perm  Ontral  (ConRail)  to  acquire  trackage  rights 
over  Boston  A  Maiite  (Tom  Boston  to  Rotterdam 
Junction. 

Penn  Central  (ConRail)  to  acquire  the  Boston  A 
Maine  line  from  Creamery  to  Wbeelwiight,  with 
BAM  to  abandon  its  line  from  Canal  Junction  to 
Forest  Lake  and  its  trackage  rights  over  PC  from 
Forest  Lake  to  Creamery  and  over  Central  Vermont 
from  Amherst  to  Canal  Junction. 

There  are  iw  other  projects  i>ot  subject  to  Section  206 
(d)(S)  that  invtfive  the  State  of  Massachusetts. 

Penn  Central  (ConRail)  to  acquire  trackage  rights 
over,  or  outright,  all  or  parts  of  the  Baltimore  A  Ohio 
(Chessie  System)  line  from  Washington,  D.C.,  to 
PhiladelphU,  Pa. 

There  are  no  other  projects  not  subject  to  Section  206 
(d)(1)  that  involve  the  State  of  Maryland. 

Penn  Central  (ConRail)  to  acquire  trackage  rights 
over  Detroit,  Toledo  A  Ironton  from  Detroit  to 
Delta,  including  the  operation  of  DTAI’s  Flat  Rock 
Yard  as  a  Joint  facility. 


Not  applicable. 


All  points  on  acquired  segment.-  None 
on  the  segment  to  be  abandoned. 


All  points  on  acquired  segment. 


Not  applicable. 


No  service  to  be  abandoned. 


All  points  on  acquired  segment.  None 
on  the  segment  to  abandoned. 


Not  applicable. 


No  SHTlce  to  be  abandoned. 


Not  applicable. 


No  service  to  be  abandoned. 


See  footnotes  at  end  of  table. 
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Appendix  D-4  {Proposed  Coordination  and  Market  Extensions  Not  Subject  to  Section  206{d)  (^) ) — Continued 

Determinations  regarding  profitability  impairment  not  required — Continued 


PtrcrtpHon  o<  project  ’ 


(dHt)  Uutt  Involve  the  State  of  Michigan. 


involvea  the  State  of  Ohio  la  MI-12. 


Involvea  the  State  o(  Pennsylvania  is  MD-2. 


Service  oontinned 

,  Location 

By 

Not  applicable _ 

N/A. 

Not  appU^bie _ _ _ _ 

N/A 

N/A _ 

.  1.  A  farther  alternative  to  project  IN-1  in  appendix  D-1.  S.  See  Ch^>ter  U,  Passenger  Service,  for  a  diacusslon  of  ratmting  freight  trains 

2.  The  Penn  Central  line  with  which  the  segment  to  be  acquired  connects  is  nnder  around  the  Ninrtheast  Corridor.  In  the  event  of  an  oatiight  acqnisltion  of  this  line 

stady  as  a  light-density  line  and  may  or  may  not  be  recommended  for  tnelnaiOD  in  by  Penn  Central  (ConBail),  Baltimore  A  Ohio  would  retain  trackage  rights  and 

ConRail.  *  some  w  all  on-line  industry  as  negotiated. 
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APPENDIX  E 

Operations  Planning  Studies 


The  Association’s  operations  planning  efforts  and 
findings  are  discussed  in  Chapter  5.  The  planning  proc¬ 
ess,  which  was  carried  out  in  two  phases,  is  described 
in  greater  detail  in  this  appendix. 

The  first  phase,  overview  studies,  focused  on  iden¬ 
tification  of  the  critical  factors  involved  in  satisfying 
the  requirements  of  the  Act.  A  goal  of  this  phase  was 
to  identify  the  steps  necessary  to  assure  that  ConRail 
would  financially  self-sustaining. 

The  second  phase  consisted  of  detailed  or  simulation 
studies  of  alternative  operating  strategies.  In  contrast 
to  the  overview  studies,  which  dealt  with  orders  of 
magnitude,  the  detailed  studies  analyzed  in  specific 
terms  the  various  alternatives  under  consideration. 

OVERVIEW  STUDIES 

The  overview  studies  included  economic  overviews 
performed  under  contracts  with  outside  consultants, 
onsite  surveys  of  physical  resources  by  USRA  staff 
and  projections  of  changes  in  the  operating  results 
of  the  bankrupt  railroads,  account-by-account,  as  they 
are  merged  and  rehabilitated.  (EL  was  not  included 
in  these  studies.) 

Economic  Overview  Studies 

The  first  of  two  economic  overview  contracts  was 
awarded  to  Strong,  Wishart  &  Associates  (SWA)  of 
San  Francisco,  Calif.  The  objective  of  the  study  was  to 


appraise  the  potential  viability  of  two  ConRail  options 
and  to  identify  the  principal  leverage  points  in  making 
ConRail  financially  self-sustaining. 

Carrying  out  the  study  objectives,  parallel  work 
was  carried  out  in  two  areas.  SWA  made  financial  pro¬ 
jections  on  the  basis  of  assumed  investment  require¬ 
ments  and  operating  performance  improvements.  In 
this  area,  SWA  used  Southern  Pacific’s  Corporate  Plan¬ 
ning  Model  to  test  the  economic  viability  of  ConRail 
under  these  varying  assumptions. 

In  the  second  area,  in  cooperation  with  the  Associa¬ 
tion  of  American  Railroads,  SWA  formed  an  Opera¬ 
tions  Evaluation  Team  composed  of  senior  railway 
officers  who  conducted  an  intensive  30-day  survey  to 
identify  problems  and  assess  potential  improvements. 
The  team  included  five  railroad  vice  presidents,  experi¬ 
enced  in  Operations,  each  of  whom  was  assigned  a  por¬ 
tion  of  the  bankrupt  railroads.  The  team  personally 
inspected  60  percent  of  the  trackage  of  the  bankrupts 
and  interviewed  key  line  officers.  Although  the  effort 
concentrated  on  the  operating  departments  of  these  rail¬ 
roads,  it  also  included  a  brief  review  of  their  market¬ 
ing  and  support  activities. 

The  financial  projections  generated  by  the  Corporate 
Planning  Model  were  the  first  estimates  of  ConRail’s 
potential  prospectus  under  varying  assumptions.  It 
should  be  noted  that  SWA  was  assigned  to  “work  back¬ 
ward”  from  viability  to  determine  the  practical  steps 
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necessary  to  adiieve  viability.  Two  network  configura¬ 
tions  were  included  in  this  evaluation : 

•  Two-system  OonRail  with  the  Penn  Central  and 
Ann  Arbor  in  one  system  and  the  other  four  bank¬ 
rupt  properties  in  a  system  similar  to  the  Mid- 
Atlantic  Railroad  Concept. 

•  One  ConRail  encompassing  the  (six)  bankrupt 
properties. 

In  the  course  of  this  evaluation,  SWA  found  that: 

•  ■  Splitting  CRC  would  add  materially  to  the  cap¬ 

ital  requirements  and  significantly  reduce  the  po¬ 
tential  financial  performance.  For  either  system 
to  be  viable: 

—  Car  ownership  must  be  reduced  by  one-third 
and  cars  on  line  would  have  to  be  cut  by  nearly 
half. 

—  The  size  of  the  system  must  be  reduced  by  one- 
third. 

—  Even  with  these  reductions,  rehabilitating  the 
plant  was  estimated  to  cost  between  $1.5  and 
$2.0  billion. 

Through  their  inspections  of  the  facilities  and  dis¬ 
cussions  with  key  operating  officers,  the  team  of  rail¬ 
road  vice  presidents  identified  8,400  miles  or  38  percent 
of  the  lines  of  the  bankrupts  to  be  considered  for  aban¬ 
donment.  SWA  also  found  that : 

•  Rehabilitation  of  the  track  is  the  first  priority. 

•  Planning,  organization  and  control  of  the  bank¬ 
rupts  must  be  strengthened. 

•  Much  more  management  attention  must  be  focused 
on  equipment  utilization. 

The  second  economic  overview  project,  performed 
concurrently  with  that  of  Strong,  Wishart  &  Associates, 
was  conducted  by  Reebie  Associates  of  Greenwich,  Con¬ 
necticut.  This  study  concentrated,  through  cost  analysis, 
on  identifying  where  the  bankrupts  are  presently  losing 
money.  It  also  included  a  series  of  recommendations 
for  revision  of  ConRail’s  marketing  and  planning  func¬ 
tions.  Specific  observations  from  the  Reebie  Study 
included : 

•  The  railroads  need  to  identify'  their  economic 
“place  in  the  sun”  so  that  resources  and  manage¬ 
ment  attention  can  be  allocated  effectively. 

•  The  physical  condition  of  the  bankrupts  has  de¬ 
teriorated  to  such  an  extent  that  normal  debt  serv¬ 
ice  on  the  rehabilitation  program  may  be  greater 
than  the  direct  savings  resulting  from  rehabilita¬ 
tion.  (The  rehabilitation,  nevertheless,  is  necessary 
to  continue  operations). 

•  The  principal  means  of  improving  the  profit  per¬ 
formance  of  the  bankrupts  are ; 

—  Full  recovery  of  costs  of  passenger  services,  in¬ 
cluding  the  cost  of  capital . 


—  Improved  train  operations  to' minimize  inter¬ 
mediate  handling  in  yards. 

—  Improved  car  management  systems  to  minimize 
empty  backhauls. 

—  Increasing  the  revenue  yield  to  at  least  a  break¬ 
even  level  on  traffic  now  handled  below  variable 
costs. 

—  Establishing  equitable  division  of  revenues  be¬ 
tween  Southern/Eastern  and  Westem/Eastem 
railroads. 

—  Regaining  lost  traffic  through  upgrading  and 
modernization  of  plant. 

—  Recovering  full  costs,  including  the  cost  of 
capital,  for  branch  line  operations. 

In  addition,  Reebie  Associates  stressed  the  need  for 
a  reorganization  of  management  to  provide  profit 
orientation  and  incentive  in  the  field  to  achieve  bal¬ 
anced  traffic  flows.  Reebie  also  recommended  minimiza¬ 
tion  of  organizational  layers  between  top  management 
and  field  profit  centers  and  a  marketing  goal  of  selective 
rather  than  “across  the  board”  rate  increases. 

Engineering  Overview  Study 

In  conjunction  with  related  studies  for  the  Federal 
Railroad  Administration  and  the  Association  of  Ameri¬ 
can  Railroads.  Thomas  K.  Dyer,  Inc.,  Consulting  En¬ 
gineers,  made  a  computer  analysis  of  the  installation 
of  ties,  rails  and  other  track  materials  for  the  last  40 
years  by  the  bankrupt  railroads  and  their  predecessors. 
The  maintenance  data  were  related  through  computer 
programs  containing  empirical  data  on  material  lives 
with  statistics  on  gross  ton  miles  and  track  miles  oper¬ 
ated.  This  was  done  to  project  future  track  material 
requirements.  To  provide  perspective  and  to  project 
the  overall  industry  demand  for  materials,  similar  data 
were  obtained  from  ICC  reports  of  other  railroads 
in  the  Region  and  other  Regions  to  estimate  future 
material  requirements. 

These  analyses  indicated  that : 

•  As  shown  in  Figure  1,  the  number  of  ties  due  for 
replacement  each  year  will  grow  through  1991,  due 
to  the  unusually  high  level  of  tie  installations  dur¬ 
ing  the  World  War  II  period.  This  occurs  because 
the  bulge  of  installations  of  materials  in  the 
Forties  is  now  recycling. 

•  The  material  cycle  of  the  bankrupts  is  duplicated 
on  many  other  railroads,  including  some  but  not 
all  of  the  solvents.  Therefore,  the  overall  demand 
for  materials  will  grow  rapidly  while  the  supply 
is  limited,  causing  track  material  costs  to  be  under 
growing  inflationary  pressures. 

USRA  Staff  Studies  * 

An  initial  data-gathering  effort  by  USRA’s  Opera¬ 
tions  Planning  Staff  included  field  visits  and  the  com- 
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FICUKt  1 

OONRAIL  TIE  INSTALLATIONS 
AND  TiE  REQUIREMENTS 
19330992 


VIAR 


SOURCE:  THOHAS  K.  DYER,  INC.  LEXINGTON,  MASS. 

SEPT.  1974. 

pletion  of  35-page  checklists  on  the  operations  of  more 
than  60  of  the  bankrupt’s  classification  and  industrial 
switching  yards,  as  well  as  insj^ections  of  many  of  the 
main  and  secondary  lines.  The  information  gathered 
during  these  evaluations,  which  tended  to  confirm  the 
findings  of  the  overview  studies,  indicated  that: 

•  Physical  plant  conditions  range  from  adequate  to 
virtually  inoperable.  * 

•  Management  generally  is  crisis-oriented  and  has 
little  time  to  plan. 

•  Labor,  car  and  locomotive  resources  are  inade¬ 
quately  controlled. 

•  To  compensate  for  bad  physical  plant,  attention 
to  meeting  major  customers’  service  requirements 
has  in  some  instances  reached  uneconomic  levels. 

•  No  one  seems  to  know  where  and  why  money  is 
being  lost,  but  each  assumes  it  is  beyond  his 
control. 

•  Management  lines  of  communication  and  budg¬ 
etary  control  are  inadequate. 

Conclusions  of  Overview  Phase 

After  the  overview  studies,  the  requirements  for 
detailed  studies  were  initiated  or  redirected.  In  addi¬ 
tion,  the  overview  studies  provided  planning  parame¬ 
ters  and  assumptions  for  the  detailed  studies,  and  gave 
the  USRA  management  and  Board  of  Directors  per¬ 
spective  as  to  the  magnitude  and  nature  of  the  rail¬ 
road  reorganization  situation.  Although  the  detailed 
studies  sometimes  revealed  diflFerences  in  the  exact 
magnitude  of  the  problems,  the  priority  areas  of  em¬ 
phasis  delineated  in  the  overview  phase  were  generally 


confirmed  by  the  detailed  studies.  The  overview  studies 
thus  focused  USRA’s  planning  efforts  on  the  critical 
areas  for  improvement. 

DETAILED  STUDIES 

On  the  basis  of  the  overview  studies  and  the  experi¬ 
ence  of  the  USRA  staff,  a  series  of  detailed  studies  of 
key  areas  were  carried  out  in  preparation  of  the  Pre¬ 
liminary  System  Plan.  Many  of  these  studies  are  con¬ 
tinuing  for  use  in  preparation  of  the  Final  System 
Plan. 

Data  Base  Development 

In  preparation  for  its  detailed  planning  effort,  and 
concurrently  with  the  overview  studies,  USRA  devel¬ 
oped  an  origin /destination  traffic-flow  data  base  for 
the  bankrupt  railroads. 

The  basic  input  to  the  USRA  operations  planning 
process  w’as  a  definition  of  the  present  demand  for  rail¬ 
road  freight  service  by  the  bankrupt  carriers  or  others 
in  the  Region.  USRA’s  objectives  in  developing  the 
Railroad  traffic  and  revenue  data  base  were  to: 

•  Assure  a  high  level  of  completeness  and  accuracy. 

•  Provide  data  quickly  so  as  to  not  delay  the  plan¬ 
ning  process. 

•  Provide  the  traffic  and  revenue  data  necessary  to 
facilitate  analysis  of  potential  system  configura¬ 
tions. 

•  Support  the  planning  efforts  of  RSPO,  state  and 
regional  planners  and  solvent  rail  carriers  in  the 
Region. 

The  development  of  a  railroad  traffic  and  revenue 
data  base  of  the  quality  necessary  to  achieve  the  above 
objectives  was  complicated  by  the  following  conditions : 

•  Present  railroad  accounting  procedures  do  not 
provide  a  single  document  containing  all  the  data 
elements  necessary  to  define  the  customer,  geo¬ 
graphic,  commodity  and  carrier  revenue  character¬ 
istics  of  each  carload  shipment. 

•  For  many  of  the  data  elements  contained  on  rail¬ 
road  documents  there  is  no  industry-wide  standard 
coding  structure.  Conformity  with  such  standards 
as  exist  varies  greatly  among  carriers. 

•  The  volume  of  data  is  so  large  that  existing 
machine-readable  (computerized)  data  files  must 
be  used  for  the  larger  railroads  to  avoid  the  high 
cost  and  intolerable  delays  associated  with  key¬ 
punching  source  documents. 

•  The  level  of  sophistication  in  the  computerized  in¬ 
formation  system  varies  widely  among  the  North¬ 
eastern  railroads.  As  a  result,  certain  critical  data 
elements  are  not  captured  by  some  carriers. 

Two  potential  sources  of  data  exist  which  can  be  utilized 
to  fulfill  the  above  objectives.  They  are  the  Revenue 
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Waybill  and  the  Interline  Abstract.  There  are  several 
problems  in  using  the  waybill  as  the  basic  source  of 
USRA’s  integrated  data  base : 

•  Many  of  the  bankrupt  railroads  do  not  have  way¬ 
bill  information  in  their  computer  files  (especially 
on  overhead  traffic). 

•  Some  railroads  do  not  normally  retain  a  paper 
copy  of  waybills  on  overhead  traffic. 

•  Although  the  waybill  contains  a  wealth  of  infor¬ 
mation  about  each  shipment,  the  “data  discipline” 
of  this  information  is  often  poor. 

•  Although  waybills  (except  memo  bills)  do  show 
the  total  freight  revenue,  they  do  not  show  the  pro¬ 
portion  accruing  to  each  carrier  participating  in 
the  route  of  movement. 

•  Billing  station  rather  than  actual  station  is  often 
shown  in  the  waybill  files. 

•  The  expense  and  time  requiring  to  code,  ke3q>unch 
and  edit  waybill  data  w'ould  be  inordinate. 

The  abstract  was  selected  as  the  principal  data  source 
because: 

•  The  abstract  contains  the  revenue  proportion  of 
each  carrier  participating  in  the  route  of  move¬ 
ment. 

•  The  level  of  discipline  of  the  individual  data  ele¬ 
ments  is  higher  than  that  on  the  waybill. 

•  The  mandatory  railroad  accounting  rules  require 
the  abstract  to  show  the  actual  stations  between 
which  the  traffic  moves,  rather  than  billing  sta¬ 
tions.  although  some  discrepancies  still  exist,  espe¬ 
cially  in  urban  terminals. 

•  The  carrier  delivering  the  shipment  to  the  desti¬ 
nation  always  prepares  the  abstract  and  mails  a 
copy  to  each  carrier  participating  in  the  movement. 
Thus  it  is  possible,  when  the  carrier’s  computer  files 
do  not  contain  the  necessary  data  elements,  to  ob¬ 
tain  a  complete  picture  of  traffic  and  revenues  by 
key-punching  the  abstract.  This  is  not  possible 
with  waybills. 

•  Since  many  cars  (waybills)  may  appear  on  each  ab¬ 
stract,  the  time  and  cost  of  the  data-collection 
effort  is  reduced. 

•  Since  each  railroad  participating  in  the  movement 
of  a  car  (or  cars)  appearing  on  an  abstract  will 
take  the  data  for  its  portion  of  the  movement  from 
the  same  document  in  the  same  accounting  month, 
it  is  possible  to  integrate  several  railroads’  data 
into  a  non-duplicative  data  base.  This  permits 
analysis  of  traffic  flows  on  a  merged  basis  without 
double  counting. 

However,  the  abstract  has  the  following  shortcom¬ 
ings: 

•  Shipper/consignee  data  elements  do  not  appear  on 
the  abstract.  The  absence  of  this  information  mini¬ 
mizes  disclosure  problems,  however. 


•  The  data  of  actual  movement  for  each  shipment 
over  each  carrier  do  not  appear  on  the  abstract. 

•  Car  initial  and  number,  while  present  on  the  ab¬ 
stract,  are  not  in  the  computerized  abstract  data 
files  of  all  railroads,  which  precludes  identifying 
the  car  type  except  by  inference  from  the  com¬ 
modity  code. 

Nevertheless,  it  was  concluded  that  the  advantages  of 
the  abstract  outweighed  the  alternatives,  and  therefore 
the  abstract  was  selected  as  the  basic  data  source.  Ab¬ 
stract  data  for  interline  shipments  and  waybill  data  for 
local  (single  carrier)  shipments  on  the  AA,  CNJ,  LHR, 
LV,  PC,  RDG,  and  EL  have  been  converted  to  a  uni¬ 
form  computerized  record.  The  following  are  typical  of 
the  uses  being  made  of  this  and  other  USRA  traffic  and 
revenue  data : 

•  Traffic  data  for  the  planning  months  of  October 
and  March  of  1973,  sorted  by  major  ConRail 
gathering  points,  is  being  used  for  blocking  and 
train-requiremenf  studies  by  Stanford  Research 
Institute  under  contract  to  USRA. 

•  Annual  traffic  data  was  supplied  for  the  light- 
density  line  study  and  served  as  input  to  the 
CONS  AD  analysis. 

•  Origin/destination  traffic  flows  were  used  to  an¬ 
alyze  several  proposed  ConRail  options. 

•  Regional  traffic  flows  were  provided  as  inputs  to 
the  Temple,  Barker  &  Sloane  Traffic  Projection 
forecasts. 

•  Various  formats  of  data  were  submitted  to  the 
Rail  Services  Planning  Office,  regional  agencies, 
the  st4»tes  and  local  governments  and  to  the  De¬ 
partment  of  Transportation. 

•  Traffic  data  (car  float)  at  Cape  Charles,  Va.,  New 
York  Harbor  and  across  Lake  Michigan  were  sup¬ 
plied  to  A.  T.  Kearney  &  Co.,  for  analysis  of 
marine  operations. 

•  Traffic  data  were  analyzed  by  the  Public  Interest 
Economic  Center  in  its  economic  and  environmental 
study. 

Location  Coding 

'The  seven  bankrupt  railroads  move  more  than  42,000 
cars  per  day  among  more  than  7,200  stations  and  800 
interchange  locations.  To  analyze  a  network  of  this 
complexity,  it  was  necessary  to  design  a  geographic 
location  code  structure  based  on  railroad  operational 
logic.  Codes  sequenced  on  operational  logic  permit  the 
planner  to  aggregate  and  disaggregate  traffic  flows  in 
the  same  manner  that  the  railroad  operates  or  could 
realistically  operate. 

None  of  the  seven  railroads  used  such  a  code  structure 
when  the  planning  process  started.  The  railroads’ 
freight  station  accounting  code  numbers  ( FSAC) ,  upon 


280 


9«13 


which  the  traific-flow  records  are  based,  were  not  opera¬ 
tionally  logical.  The  Penn  Central’s  ten-digit  operation 
code  network  also  was  not  operationally  logical,  prin¬ 
cipally  because  it  was  designed  to  serve  administrative 
and  accounting  purposes  as  well  as  transportation  uses. 
The  geopolitical  location  designations  utilized  by  the 
Interstate  Commerce  Commission,  the  Census  Bureau 
and  many  studies  conducted  by  the  Department  of 
Transportation  were  unusable  for  this  purpose  because 
they,  too,  are  not  operationally  logical  and  therefore 
would  be  misleading  as  to  the  operational  feasibility  of 
proposed  aggregations  and  disaggregations  of  the  traffic. 

The  USRA  Car  Movement  Code  was  designed  to 
allow  analysis  of  traffic  flow  based  on  the  way  in  which 
cars  are  distributed  to  the  ultimate  structure.  All  of  the 
“gathering  points”  in  the  network  were  identified 
through  extensive  analjrsis  of  local  operations  and  dis¬ 
cussion  with  railroad  operating  officials.  “Gathering 
points”  are  defined  as  the  yard  or  siding  which  is  either 
the  final  location  where  a  car  is  switched  prior  to  de¬ 
livery  to  a  customer  or  to  interchange  or  else  the  initial 
location  where  a  car  is  handled  upon  receipt  from  a 
customer  or  interchange.  This  includes  any  point  where 
a  local  or  industi  lal  switch  engine  drops  cars  for  switch¬ 
ing  or  picks  up  cars  after  switching  for  movement  by 
a  road  train.  In  addition,  major  interchanges  were  des¬ 
ignated  as  “gathering  points.” 

The  USRA  Car  Movement  Code  for  the  7-railroad 
system  (including  EL)  includes  517  gathering  points. 
These  range  in  size  and  complexity  from  a  single  inter¬ 
change  point  ser\'ed  by  a  run-through  train  to  a  local 
yard  serving  more  than  100  stations  on  several  different 
branch  lines.  In  many  cases,  local  stations  on  a  line  be¬ 
tween  gathering  points  are  served  by  more  than  one 
gathering  point,  dei>ending  on  the  origin  or  destination 
of  a  car.  To  handle  these  situations,  the  USRA  Car 
Movement  Code  Structuie  includes  “Multiple  Gath¬ 
ering  Points.”  A  subprogram  was  designed  to  assign 
individual  cars  destined  to  a  station  served  by  a  multiple 
gathering  point  to  the  gathering  point  at  either  end  of 
the  line  segment,  depending  on  the  direction  of  move¬ 
ment  of  the  car. 

To  handle  a  system  of  this  size,  a  10-digit  code  was 
used.  Two  digits  have  lx*en  reserved  for  future  expan¬ 
sion  of  the  system,  if  required.  In  addition  to  provid¬ 
ing  a  coding  system  for  car  movement,  codes  were  in¬ 
cluded  to  allow  assignment  of  stations  and  line  segments 
to  the  various  networks  Ix'ing  considered  during  the 
USRA  planning  process  and  to  allow  classification  of 
a  line  segment’s  future  status  under  the  criteria  for  pos¬ 
sible  branch  line  abandonments. 

With  each  gathering  point  serving  as  a  base,  an  opera¬ 
tionally  logical  and  unique  code  number,  appropriately 
reloted'to  the  serv'ing  gathering  point,  was  assigned  to 
each  of  the  more  than  8,000  fi-eight  station  accounting 
codes  (FSAC)  and  interchange  locations  included 


within  the  ConRail  network.  The  code  has  been  designed 
to  allow  changes  to  be  made  in  the  code  structure.  The 
gathering  points  are  based  on  present  operaticmal  pat¬ 
terns,  but  as  changes  and  consolidations  are  made  in  the 
gathering  services,  the  code  structure  should  be  modified 
to  reflect  these  changes. 

It  is  extremely  difficult  to  plan  rapidly  and  efficiently 
a  network  vrith  more  than  500  traffic  nodes.  To  expedite 
the  planning  process,  the  517  gathering  points  were 
147  “super  nodes.”  Gathering  points 
which  originated  sufficient  traffic  to  preblock  traffic  for 
other  gathering  points,  and  those  which  received  suffi¬ 
cient  traffic  so  that  other  gathering  points  might  do 
preblocking  for  them,  were  retained  as  super  nodes  in 
the  consolidated  network  shown  as  Figure  2. 

Each  gathering  point  which  did  not  originate  or 
terminate  enough  traffic  to  generate  inbound  or  out¬ 
bound  preblocking  opportunities  was  consolidated 
(along  with  its  traffic)  into  a  super  node.  All  consoli¬ 
dation  was  done  in  such  a  way  as  to  maintain  the  integ¬ 
rity  of  the  traffic  flowing  to  and  from  each  of  the  orig¬ 
inal  gathering  points  so  that  the  ^stem  can  be  dis¬ 
aggregated  at  any  time. 

The  147  Super-Node  sy^em  was  used  by  Stanford 
Research  Institute  (SRI)  in  developing  a  traffic  move¬ 
ment  blocking  plan.  SRI  is  expanding  its  program  to 
allow  the  use  of  the  517  traffic  nodes. 

Future  Traffic  Flow 

The  USRA  operations  planning  horizon  extends 
through  1985.  To  plan  operations  for  1985,  it  was  nec¬ 
essary  to  forecast  traffic  flows  for  that  year.  Temple, 
Barker  &  Sloane  (TB&S)  prepared  a  tonnage  expan¬ 
sion  factor  for  each  of  12  commodities  for  1980  and  1985 
for  ConRaiL  Conversion  tables  were  provided  to  trans¬ 
late  these  tonnage  forecasts  into  carloads. 

Much  of  the  traffic  of  the  bankrupts  originates  out¬ 
side  the  Eastern  part  of  the  United  States.  TBifeS  used 
different  growth  factors  for  traffic  that  flowed  into  the 
ConRail  network  from  Western  and  Southern  portions 
of  the  United  States,  because  the  West  and  South  are 
expected  to  grow  economically  at  a  different  rate  than 
the  Eastern  part  of  the  United  States. 

The  future  demand  forecasts  also  recognized  that 
traffic  on  the  bankrupt  railroads  is  expected  to  grow 
significantly  slower  than  traffic  on  the  major  solvent 
1‘ailroads  in  the  Eastern  part  of  the  United  States,  pri¬ 
marily  because  the  other  major  roads  in  the  East  move 
proportionately  more  coal  than  the  bankrupts.  Of  all 
commodities  hauled  by  these  railroads,  coal  traffic  is 
cxj^ected  to  increase  most  rapidly  by  1985. 

The  TB&S  demand  forecast  assumed  that  the  bank¬ 
rupt  carriers’  position  vis-a-vis  other  railroads  in  the 
Northeast  and  Midwest  and  vis-a-vis  other  modes  would 
remain  approximately  the  same  as  it  is  today.  TB&S 
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also  prepared  an  estimate  of  the  change  in  demand,  by 
commodity,  that  can  be  expected  in  1985  if : 

•  The  bankrupt’s  physical  plant  continues  to  deteri¬ 
orate  relative  to  other  modes  and  other  railroads 
in  the  Northeast  or, 

•  ConRail  is  able  to  improve  its  position  relative  to 
other  modes  and  other  railroads  due  to  rehabilita-  • 
tion,  modernization,  merger  and  improved  manage¬ 
ment  and  marketing  techniques. 

Operating  plans  have  been  developed,  using  the  optimis¬ 
tic  demand  forecasts  for  1980  and  1985.  In  addition, 
operating  plans  have  been  developed  for  alternate  vol¬ 
ume  projections  and  for  downward  revisions  of  TB&S’s 
forecast  to  reflect  the  current  business  recession. 

Train  Blocking 

To  facilitate  adaptation  of  the  numerous  aspects  of 
car  and  train  movement  to  ccwnputer  analysis,  the  flows 
contained  in  the  data  base  were  merged  into  147  origin 
and  destination  super  nodes.  A  network  that  repre¬ 
sented  main  lines  connecting  these  locations  was  estab¬ 
lished.  The  resulting  model  was  applied  to  three  separate 
computer  programs  which  were  used  in  series  in  a  five- 
step  process. 

The  analytic  process. — The  first  step  in  the  process 
.  was  manual  and  required  a  decision  as  to  what  blocks 
would  be  made  for  outbound  care  from  each  origin  yard 
(including  those  care  being  switched  at  that  location 
as  an  intermediate  yard)  and  what  ultimate  flow  desti¬ 
nations  would  be  included  in  each  block.  The  resulting 
blocking  strategy  was  then  input  to  the  first  program 
which  contained  the  147  x  147  matrix  of  traffic  flows  in 
core.  This  program  moved  the  flows  from  origin  to 
destination  in  accordance  with  the  input  strategy.  As  the 
flows  moved  from  yard  to  yard,  they  were  added  to  the 
appropriate  block  at  each  yard. 

The  output  of  this  second  step  was  the  sizes  and  des¬ 
tinations  of  blocks  on  hand  to  move  at  each  yard  as  well 
as  printout  formats  that  permitted  tracing  various 
flows  over  the  network,  volumes  handled  in  each  yard 
and  the  input  strategy  that  allowed  modification  or 
correction. 

The  third  step  in  the  procedure  is  manual,  the  de-  . 
cisionmaking  process  of  placing  blocks  on  trains,  routing 
trains  over  the  n^work  and  designating  enroute  work 
for  each  train  picking  up  or  setting  out  blocks  at  inter¬ 
mediate  points.  These  trains  are  input  to  the  second 
program  which  assures  that  all  blocks  reach  their  ulti- 
*  mate  destination  and  all  trains  are  on  proper  routes  to 
accomplish  assigned  work. 

As  output,  printout  records  are  produced,  showing 
block  movements  on  trains  as  well  as  a  record  of  all 
trains  operated  including  loads,  empties,  tons,  route  and 
work  enroute. 

The  final  program,  which  receives  output  directly 
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from  the  second,  computes  network  and  train  statistics. 
These  include  train  miles  and  hours,  car  miles  and 
hours,  gross  ton  miles  ,^nd  numbers  of  cars,  tons,  and 
trains  by  direction  on  each  segment  of  the  network. 

TOFC  traffic  was  not  included  in  that  portion  of 
the  data  base  being  used  in  the  Blocking  Studies.  Such 
traffic  was  considered  in  the  intermodal  study  (see  Ap¬ 
pendix  F).  TOFC  trains  that  were  developed  in  the 
intermodal  study  were  input  into  the  record  of  trains 
operated. 

Unit  train  traffic  was  identified  to  the  extent  that 
railroad  records  were  available  to  coincide  with  the 
data  base  period.  Such  traffic  was  excluded  in  aspects 
of  the  program  that  would  not  be  applicable  to  unit 
traffic  such  as  the  count  of  cars  being  humped  or  other¬ 
wise  classified  in  a  switching  yard.  However,  all  unit 
trains  as  well  as  TOFC  movements  were  included  in 
summarizing  the  trains  and  gross  tons  operated  over 
each  Hne  segment. 

Comparison  of  blocking  plans. — ^Using  the  147  su¬ 
per-node  network,  thirty  options  or  variations  of  op¬ 
tions  were  simulated  in  preparing  the  Preliminary  Sys¬ 
tem  Plan.  As  shown  in  Table  1,  the  sensitivity  of  the 
projected  ConRail  operation  was  tested  under  different 
conditions.  Additional  scenarios  are  being  processed  to 
test  the  sensitivity  of  the  ConRail  system  to  changes 
in  train  size,  work  rules,  extent  of  plant  rehabilitation, 
exclusion  of  various  leased  lines  and  further  changes 
in  demand  forecasts  and  network  configuration.  Also, 


EVALUATION  OF  PROPOSED  CONRAIL  OPERATING  PLANS 


■  SCENARIO 


DATC  BASC 

LOADS  EMPTIES 


10/S6CRC  4/BSPC 


10/73  CRC  4/74  PC 
10/73  EL 


10/86  CRC  4/86  PC 
10/86  EL 


geographic 

CRCt  (1) 
EAST4WE8T 
NORTH/SOUTH 
NEUTRAL  TERM. 

CRC  1/3 
EXISTING 
CRC  I 

EAST/WEST 
NORTH/SOUTH 
CRC  I 

EAST^ST 
NORTH/SOUTH 
CRC  1/3 
CRC  I 

EASTflfVEST 
NORTH /SOUTH 
CRC  I 

EAST/WCST 
NORTH /SOUTH 
CRC  1/3 
CRCIIA  IS) 

CRC  IIS  (6) 
MAROELC?) 
PC/AA  (S) 

CRC  1/3 
CRCIIA 
CRC  IIS 
MARC/EL  ^ 
PG/AA 
CRC  1/3 


RAILROADS 
6RR  (3) 


DEMAND 

FORECAST 

ACTUAL 


7RR  19)  ACTUAL 


(1)  SINGLE  SYSTEM  CONRAIL 
13)  PC.  LV.  RDG.  CNJ,  AA.  LHR 

(3)  "PRE-RECESSION"  DEMAND  FORECAST  BY  TEMPLE.  BARKER  ft  SLOANE 
<4)  "RECESSION"  FORECAST  BY  USRA  STAFF 

(9)  EL  (EAST)  TO  SOLVENT;  PHILADELPHIA  (RDG)  AND  ALLENTOWN/BETHLEHEM  (RDG) 
TO  CftO;  REMAINDER  TO  CONRAIL. 

(6)  CNJ/LV  TO  SOLVENT;  PHILADELPHIA  (ROG)  AND  ALLENTOWN/BETHLEHEM  <RDG)  tO 

CftO;  REMAINDER  TO  CONRAIL. 

(7)  LV/CNJ/ROG/EL 
(B)  PC/AA/LHR 

(9)  PC/CNJ/LV/RDG/AA/LHR/EL 
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to  prepare  the  Final  System  Operating  Plan,  the  net¬ 
work  planning  process  is  being  expanded  in  scope  to 
analyze  and  plan  the  blocking  and  train  operating  plans 
to  handle  the  traffic  planning  among  the  517  gather¬ 
ing  points  on  the  ConRail  system.  The  depth  of  the 
effort  is  also  being  expanded  t«  develop  the  capability 
to  simulate  classification  yard  operations  in  detail. 

From  the  blocking  strategy,  the  total  numbers  or 
cars  handled  at  one,  two  or  three  intermediate  yards 
was  indicated  in  summation.  Every  effort  was  made  in 
all  options  to  handle  significant  flows  directly  from 
origin  to  destination  and  all  major  flows  were  generally 
limited  to  a  single  intermediate  handling.  An  effort  was 
also  made  to  block  so  that  traffic  flows  would  be  handled 
on  the  shortest  feasible  route. 

Whenever  a  significant  volume  was  developed  to  an 
ultimate  destination  (20  to  40  cars  depending  upon 
distance  and  other  circumstances)  a  block  was  made  to 
that  destination.  For  all  locations,  including  13  major 
system  yards,  the  number  of  cars  being  switched  and 
classified  was  considered  as  well  as  the  number  of  clas¬ 
sifications  and  the  size  of  the  block  formed  by  each 
classification.  Blocks  that  were  too  small  were  dis¬ 
continued  and  the  components  re-sorted  to  appropri¬ 
ate  blocks. 

Summaries  of  the  oi>erating  statistics  and  yard  load¬ 
ings  from  some  of  the  scenarios  processed  are  shown 
in  Table  2.  The  major  comparison  produced  was  the 
total  number  of  cars  being  switched,  with  specific  com¬ 
parisons  being  drawn  off  for  the  13  major  system  yards. 
Although  not  shown  here,  comparisons  were  also  made 
of  loadings  on  17  system  yards  of  lesser  volume.  Com¬ 
pared  to  the  existing  operation,  it  was  possible  through 
planning  to  reduce  system  switching  requirements  un¬ 
der  all  options  and,  as  a  general  rule,  the  total  number 


of  cars  being  handled  at  system  yards  was  less  than  are 
iHiing  handled  today. 

Although  the  number  of  classifications  required  of 
each  yard  was  frequently  more  than  they  are  preparing 
today,  railroad  oflicials  concurred  that  in  most  cases 
the  projected  requirements  did  not  exceed  the  cai)ability 
of  most  locations.  There  were  areas,  however,  where 
the  capability  was  open  to  some  question.  Tliese  loca¬ 
tions  were  identified  for  all  versions  and  adjustments 
made.  To  handle  questions  concerning  either  the  total 
number  of  cars  being  switched  or  the  number  of  classifi¬ 
cations  to  be  made  at  a  given  yard,  a  separate  program 
has  been  developed  that  provides  the  detail  necessary 
tc  carry  out  a  detailed  simulation  of  such  yards. 

The  outputs  of  the  train  operation  and  system  sta¬ 
tistics  program  produced  several  totals  for  comparison 
between  the  options,  as  shown  in  Table  2.  Running  times 
were  assigned  for  present  operations  as  well  as  for  the 
postrehabilitated  operation  for  each  segment.  Train 
hours  and  car  hours  were  produced  and  compared  under 
both  conditions.  Train  miles  and  car  miles  were  also 
developed  and  compared.  The  data  base  for  current 
traffic  flows  was  run  through  a  special  program  and 
short-route  car  miles  were  determined.  Circuity  per¬ 
centages  were  then  determined  for  each  version. 

Gross  ton  miles  generated  and  gross  tonnages  for  each 
line  segment  were  also  compared  for  each  plan.  Trains 
were  rerouted  in  many  cases  to  test  the  resultant  load 
in  terms  of  number  of  trains  and  gross  tons  on  selected 
line  segments.  In  addition,  the  effect  that  major  re¬ 
routes  would  have  on  car  hours  and  miles  and  train 
hours  and  miles  was  determined.  Similarly,  to  test  the 
potential  for  line  reductions,  specific  traffic  flows  were 
removed  entirely  from  selected  routes.  Through  cars 
in  trains  that  were  doing  work  enroute  were  indicated 


Table  2. — 147  "Supemode"  network  planning  scenario  outputs 


Scenario,  network  and 
date/volume 

I-F, 

Existing 

1971 

I- A, 
ConRail 
1973 

I-B, 

East/ 

West 

1973 

N^fl/ 

South 

1973 

IV-A, 

ConRail 

I 

1960 

USRA 

V-A, 

ConRail 

I 

1965 

USRA 

I-E, 
CRC  W 
1973 

VI-A, 
CRC  ifA 
1973 

VII-A, 
CRC  IIA 
1985 
USRA 

VI-C.  1 
MARC/EL 
1973 

VII-C. 

MARC/EL 

1985 

USRA 

VI-D, 

PC/AA 

1973 

VII-D, 

PC/AA 

1985 

USRA 

OTM  (thousands) . 

«58,5«2 

643,066 

650,831 

645,014 

708,270 

752,351 

576,880 

665,604 

796, 231 

124,003 

163,512 

002,395 

707,955 

Train  miles.. . 

122,233 

120,976 

126,815 

128, 150 

129,691 

131,764 

109,062 

126,053 

131,798 

22,025 

23,798 

110,825 

126, 171 

Train  boors . 

5,684 

5,418 

5,n9 

5,941 

5,957 

6,084 

4,818 

5,626 

5,813 

940 

5,330 

5,756 

Car  miles  (thousands) . 

11, 176 

10,912 

11,048 

10,936 

11,293 

11,582 

9,765 

11,197 

12,658 

1,970 

2,293 

10;  280 

11,221 

(iar  hours  (thousands) .  . . 

504 

466 

482 

486 

492 

504 

419 

479 

584 

78 

00 

450 

401 

IJetwork  miles  in  use . 

CM  ratio  to  short  route  miles... 

9,445 

1.058 

9,023 

1.082 

8,998 

1.045 

9,910 

1.065 

9,179 

N/A 

9,028 

N/A 

5,842 

N/A 

0,891 

N/A 

9,573 

N/A 

2,708 

N/A 

2,708 

N/A 

8,607 

N/A 

9,199 

N/A 

Total  system  switchings . 

94,769 

83,605 

86,261 

85,387 

86,869 

87,587 

76, 757 

88,434 

97,430 

19,089 

20,674 

76,300 

84,509 

System  yard  loadings: 

Ayon. . 

3,452 

8,161 

3,289 

3,131 

3,060 

8,099 

2,312 

2,971 

8,115 

0 

0 

2,884 

3,110 

Blue  Island . 

2,998 

2,638 

2,601 

4,067 

2,885 

2,991 

2,405 

2,034 

3,552 

654 

830 

2,568 

2,972 

Elkhart...., . 

3,250 

3,152 

3,354 

1,928 

3,380 

3,447 

8,471 

3,524 

3,981 

0 

0 

3,084 

3,364 

Cincinnati.... . 

2,542 

2,341 

2,391 

2,419 

2,529 

2,658 

2,823 

2,333 

2,752 

94 

112 

2,274 

2.684 

Buckeye . 

2,579 

2,418 

2,468 

2.023 

2,442 

2,507 

2,064 

2,220 

2,450 

0 

0 

2;329 

2.606 

Stanley.. . 

2,288 

1,874 

1,930 

2,440 

1,911 

1,945 

2,321 

1,792 

1,974 

0 

0 

1,749 

1,960 

Detroit . 

1,916 

2,062 

2,193 

1,859 

2,141 

2,202 

1,456 

2,002 

2.270 

0 

0 

2,003 

2,231 

Cleveland . 

1,203 

1,068 

852 

893 

1, 103 

1, 135 

802 

1,470 

1,554 

456 

446 

1,043 

1,160 

Conway.. . 

5,975 

4, 160 

4,128 

2,388 

3,769 

3,801 

3.259 

4,302 

4,717 

0 

0 

4,200 

4,664 

Buffalo . 

3,017 

2,556 

3,140 

3,202 

2,495 

2,509 

8,077 

2,638 

2,732 

1,725 

1,810 

2,011 

1069 

Harrisburg . 

5,258 

3,751 

5,590 

5,786 

3,743 

3,796 

4,767 

2,876 

2,989 

677 

624 

3,021 

3,311 

Allentown . 

1,598 

1,606 

1,905 

l.TT 

1,572 

1,625 

1,564 

1,892 

2,014 

1,327 

1,393 

0 

0 

Selkirk . 

3, 188 

2,735 

2,288 

2,959 

2,917 

2,956 

2,617 

2,630 

2,767 

0 

0 

2,816 

1018 
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as  well  as  the  cars  in  blocks  that  were  passed  enroute 
l)etween  trains. 

The  number  of  trains  operating  on  various  segments 
of  the  network  was  compared  within  several  of  the 
versions.  If  major  or  lengthy  segments  were  out  of  bal¬ 
ance,  modifications  were  made  in  blocks  being  carried 
to  permit  consolidations  of  trains  or  splitting  up  of 
larger  trains  to  avoid  a  situation  that  called  for  exces¬ 
sive  crew  and  perhaps  power  and  caboose  deadheads. 
Since  the  effect  on  the  system  statistics  was  minimal, 
the  balancing  effort  was  not  carried  out  on  all  varia¬ 
tions. 

A  traffic  flow  by  commodity  was  produced  prior  to 
commencing  work  on  any  of  the  versions  so  that  com¬ 
modity  content  of  traffic  flows  and  blocks  on  trains 
could  be  determined  by  ready  reference. 

Data  used  in  block  and  train  formation  was  rounded 
and  represents  an  average  day  in  a  25-day  month.  Spe¬ 
cific  output  figures  represent  a  design  day  (a  fairly 
heavy  day)  rather  than  an  average  day.  When  conver¬ 
sion  ^vas  made  to  monthly  or  annual  statistics,  the  ap¬ 
propriate  multiplier  was  used  to  portray  an  accurate 
comparison,  factoring  out  the  25 -day  average. 

Capacity  of  Facilities 

It  is  generally  assumed  that  railroads  have  significant 
amounts  of  unused  capacity.  This  may  be  accurate  but 
such  generalizations  are  inadequate  for  development  of 
the  Preliminary  System  Plan.  In  fact,  experience  con¬ 
firmed  by  recent  FRA  computer  simulation  studies  of 
railway  line  capacity  indicates  that,  as  physical  capacity 
is  approached,  small  changes  in  volume  have  signifi¬ 
cantly  greater  impact  on  delays  and  therefore  on 
capacity. 

The  same  study  (di.scussed  below)  found  that  delays 
tend  to  grow  approximately  as  the  inverse  square  of 
change  in  train  speed.  For  example,  if  slow  orders  re¬ 
quire  cutting  average  train  speeds  in  half,  delays  would 
grow  four  times.  Given  the  present  physical  condition 
of  the  bankrupt  carriers,  the  volume  of  traffic  to  be  han¬ 
dled  and  the  number  of  potentially  redundant  facilities 
(yards,  multiple  tracks,  parallel  lines,  etc.),  TTSRA  de¬ 
termined  that  adequate  capacity  could  not  be  assumed. 
Therefore,  capacity  has  been  explicitly  analyzed  for 
both  mainlines  and  yards  where  significant  changes  in 
the  operation  are  contemplated. 

Main  Lin*  Capacity  Analysis 

USRA,  FRA  and  RSPO  (I(X!)  jointly  contracted 
for  analysis  of  principal  lines  with  a  Train  Perform¬ 
ance  Calculator.  FRA  contracted  to  develop,  test  and 
use  a  Dispatching  Simulation  Model  for  developing 
parameters  for  evaluating  line  capacity  and  delays 
given  train  density,  track  configuration  and  speed. 

Train  performance  calculator. — Detailed  operating 
information  for  each  line  was  provided  to  T.  K.  Dyer, 


Inc.,  to  be  utilized  in  its  Train  Performance  Calculator 
(TPC).  The  information  includes  the  following: 

•  Line  Geometry — curvature,  gradient  and  speed 
restrictions. 

•  Definition  of  operating  segments  and  mileages. 

•  Definition  of  test  trains  of  various  sizes  with  HP/ 
Ton  ratio  for  each  type  of  train. 

Using  the  Train  Performance  Calculator,  transit 
times  over  a  given  line  are  determined  for  each  of  the 
following  types  of  trains:  passenger  train,  merchandise 
train,  TOFC  train,  loaded  unit  train,  and  empty  unit 
train.  T.  K.  Dyer  has  simulated  train  runs  of  these  types 
in  both  directions  over  approximately  9,700  road  miles 
of  potential  ConRail  mainline  for  RSPO  and  FRA,  as 
well  as  USRA. 

In  addition  to  providing  nmning  times,  which  are 
used  as  an  input  to  the  Dispatching  Simulation  Model, 
the  output  of  the  Train  Performance  Calculator  has 
been  useful  to  ITSRA  because  it  provides  practical  tran¬ 
sit  time  and  fuel  consumption  information  over  each 
mainline  segment,  making  it  possible  to  evaluate  more 
closely  the  incremental  circuity  costs  and  fuel  efficiency 
associated  with  changing  or  upgrading  routes.  This  in¬ 
formation  was  used  to  define  the  mainlines  required  for 
ConRail,  since  it  enabled  USRA  to  make  trade-off  deci¬ 
sions  between  incurring  incremental  operating  costs  as¬ 
sociated  with  additional  route  miles  rather  than  acquir¬ 
ing  and  subsequently  rehabilitating  additional  mainline 
segments.  The  Train  Performance  Calculator  is  pro- 
grammexl  to  define  the  difference  in  running  times  re¬ 
sulting  from  rehabilitation  of  the  track  or  changes  in 
locomotive  characteristics,  such  as  results  from  electrifi¬ 
cation.  The  additional  cost  of  overpowering  trains  to 
increase  speed  can  also  be  evaluated. 

Dispatching  Simulation  Model. — ^The  Dispatching 
Simulation  Model  was  used  to  test  track  capacity  and 
estimate  train  delays.  Inputs  to  the  Dispatching  Simu¬ 
lation  Model  include  the  following  information  for 
each  line  segment  under  study: 

Track  Arrangement. — Number  of  tracks,  location  of 
sidings  or  crossovers,  length  of  sidings,  location  of  sta¬ 
tions,  yards  and  junctions. 

Signal  System. — Direction  of  movement  and  block 
spacing. 

Run  Times. — For  various  hp/ton  ratios  from  Train 
Performance  Calculator. 

Schedules. — Of  all  trains.  A  schedule  consists  of 
starting  time,  origin  and  destination  points,  and  work 
required  en  route. 

Trains. — Assigned  to  five  priority  groups : 

— Passenger 

— TOFC  and  Preferred  Merchandise 

— General  Merchandise 

— Loaded  Unit  Trains  and  Empty  Unit  Trains 

— Local  and  Transfer  Movements 
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To  verify  the  accuracy  of  input  and  to  calibrate  the 
model  to  allow  c<»nparisons  with  later  runs,  each  line 
was  first  simulated  with  the  existing  track  configuration 
and  existing  traffic.  Once  the  program  was  validated  for 
a  segment,  variations  were  made  in  input  to  test  differ¬ 
ent  operating  strategies.  The  model  was  set  up  to  meas¬ 
ure  on  a  quick-response  basis  the  impact  of  such  changes 
as  the  following: 

•  Proposed  schedules  can  be  rim  to  simulate  rerout¬ 
ing  of  present  traffic  or  entirely  new  traffic  flows. 

•  Tracks  can  be  taken  out  of  service  for  short  periods 
to  simulate  maintenance-of-way  work. 

•  Tracks  or  sidings  can  be  added  or  removed  and  sig¬ 
nal  systems  can  be  modified  to  allow  bidirectional 
running. 

•  Running  times  can  be  varied  to  reflect  slow  orders 
and  the  removal  of  slow  orders  following  rehabili¬ 
tation. 

The  Dispatdiing  Simulation  Model  provides  a  tabular 
simulation  printout  and  a  “stringline”  diagram  for  each 
line  segment  and  each  operating  scenario  simulated.  The 
tabular  printout  presents  the  detail  of  all  delays  in¬ 
curred  by  each  train,  including  programmed  delay,  such 
as  ^ork  enroute  or  simulated  mechanical  breakdowns, 
and  dispatching  delay  caused  by  interference  from  other 
trains  or  limitation  of  the  physical  plant.  Delays  for 
each  simulation  are  totaled  and  averaged  for  each  prior¬ 
ity  group  of  trains. 

The  stringline  diagram  provides  a  visual  display  of 
the  results  of  the  simulation.  It  is  useful  for  quickly 
spotting  problem  areas  and  the  probable  cause  of  any 
delays  to  trains.  Figure  3  illustrates  a  computer-gener¬ 
ated  stringline  diagram  for  the  multitrack  line  from 
Harrisburg  to  Conway  with  existing  trains. 

The  Dispatching  Simulation  Model  can  be  used  to 
test  the  “breakdown  capacity”  (the  point  at  which  addi- 
ticmal  trains  cannot  be  handled  and  traffic  be^ns  to 
back  up)  of  a  line  under  varying  operating  conditions. 
It  is  also  useful  for  determining  the  amount  of  delay 
incurred  and,  by  associating  costs  with  delay,  a  judg- 
m^t  can  be  made  as  to  the  value  of  reducing  delays. 

If  a  line  reaches  the  breakdown  point,  or  if  an  unac¬ 
ceptable  amount  of  delay  is  incurred,  the  line  can  be 
resimulated  with  a  variation  in  the  configuration  or  con- 
ditiiHi  of  the  physical  plant  or  the  schedule  cf  trains 
operated.  If  a  simulaticm  indicates  that  there  is  no  Preb¬ 
le  with  line  capacity  using  a  particular  operating 
strategy  or  schedule,  a  further  test  can  be  made  to  see 
if  reductiims  can  be  made  in  the  physical  plant  without 
interfering  with  the  traffic. 

FRA  has  utilized  the  Dispatching  Simulatim  Model 
in  its  Parametric  Track  Capacity  Analysis  Project  to 
simulate  present  traffic  and  track  configuration  on  7,030 
road  miles  of  line,  including  12,162  miles  of  main  track 
of  the  7  bankrupt  carriers.  Although  a  ciunputer  simu- 
latiiMi  is  not  the  same  as  actual  dispatching,  the  Dis¬ 


patching  Simulation  Model  is  useful  for  pointing  up 
possible  problem  areas. 

Simulation  of  'proposed  reroutings. — Several  pro¬ 
posals  for  major  rerouting  of  traffic  were  tested  on 
the  Model  to  determine  if  they  are  practical  and,  if  not, 
where  the  problems  are.  A  few  examples  follow: 

•  The  reroute  simulation  of  all  Conway-Chicago 
traffic  via  Cleveland  and  Toledo  and  via  Bucyrus 
and  Toledo  indicated  that  this  was  not  a  viable 
plan,  and  for  this  reason  the  Ft.  Wayne  line  will 
have  to  be  retained,  at  least  through  the  rehabilita¬ 
tion  period. 

•  The  reroute  of  all  Indianapolis-St.  Louis  traffic  on 
the  South  Line  indicated  that  additional  double 
track  would  be  necessary  to  use  this  as  the  only 
route,  and  the  North  route  will  be  needed  until  the 
improvements  are  made. 

•  The  reroute  of  Buffalo/Niagara-Detroit  traffic  via 
Cleveland  and  Toledo  indicated  adequate  capacity 
if  the  Ft.  Wayne  traffic  is  not  also  run  via  Cleve¬ 
land.  Therefore  service  considerations,  not  capac- 
ity,  govern  use  of  the  Canada  Southern  route. 

Origin-destination  traffic  flows  are  being  analyzed  by 
Stanford  Research  Institute  to  determine  the  most  effi¬ 
cient  way  of  handling  the  traffic.  An  output  of  this 
analysis  will  be  pro  forma  freight  train  schedules  over 
each  line  segment.  The  Dispatching  Simulation  Model 
will  be  used  to  test  the  practicality  of  these  schedules 
prior  to  preparation  of  the  Final  System  Plan. 

Parametric  Findings. — Parametric  analysis  of  line 
capacity  under  varying  conditions  produced  track- 
capacity  related  conclusions  including : 

•  Double  track  with  reverse-running  signaling  has 
about  five  times  the  capacity  of  a  typical  single 
track  CTC  line. 

•  Installing  a  Centralized  Traffic  Control  System 
(CTC)  on  a  double-track  line  segment  is  helpful 
during  maintenance  and  expedites  the  flow  of  high 
priority  trains,  but  it  does  not  materially  im¬ 
prove  overall  capacity,  as  the  delays  to  low  prior¬ 
ity  trains  offset  the  gain  to  high  priority  trains. 

•  Removing  varying  train  priorities  and  establish¬ 
ing  a  uniform  speed  for  all  trains  over  a  line  in¬ 
creases  its  capacity  by  about  40  percent. 

Yard  Capacities 

Yard  capacity  is  recognized  as  a  major  operating 
constraint.  To  significantly  improve  the  movement  of 
loads  and  empties  through  the  s)rstem,  it  is  necessary 
to  make  the  classifications  necessary  to  permit  trains 
to  bypass  intermediate  yards.  Providing  the  additional 
classifications  desired  to  minimize  rehandling  of  cars 
could  require  significant  changes  in  the  actual  work 
done  in  individual  yards.  One  of  the  basic  functions  of 
the  Blocking  study  was  to  determine  the  best  overall 
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system  classification  plan  through  successive  iterations 
with  the  computer  simulation  model. 

Having  developed  a  potential  system  classification 
plan,  it  was  necessary  to  review  the  resulting  workloads 
on  each  yard.  Where  the  system  classification  plan  would 
overload  a  yard,  consideration  was  given  to  expanding 
capacity  or  else  changing  the  classification  plan.  A  series 
of  Yard  Studies  was  conducted  to  provide  the  data 
necessary  to  identify  capacity  constraints  and  to  weigh 
the  alternative  solutions  to  capacity  problems.  In  addi¬ 
tion,  the  various  yard  studies  gave  an  indication  of  the 
potential  improvements  in  operating  efficiencies  avail¬ 
able  in  each  yard. 

Classiflcation  Yard  Studies 

In  addition  to  the  class  yard  information  gathered 
by  the  Economic  Overview  consultants  and  by  USRA’s 
Regional  Managers  and  Operations  Planning  staff,  the 
consulting  firm  of  R.  L.  Hines  Associates,  Inc.,  was  re¬ 
tained  to  furnish  the  following  additional  information 
and  analyses  on  23  of  the  most  significant  bankrupt 
classification  yards : 

•  Idetiti-fvcation  of  existing  constraints  including 
physical,  equipment  and  manpower  constraints 
(e.g.,  for  physical  constraints,  number,  length  and 
capacity  of  class  tracks,  switching  leads,  running 
tracks,  rip  tracks,  (joints  of  interference,  etc.) 

•  Definition  of  mcremental  expense  changes  asso¬ 
ciated  toith  varying  a  yard’s  work  requirements 
(e.g.,  cost  to  add  an  additional  crew,  savings  result¬ 
ing  from  reducing  yard  switcher  requirements  by 
one  unit,  etc.) 

•  Definition  of  capital  investment  requirements  asso¬ 
ciated  with  adjusting  the  capacity  of  a  yard  (e.g., 
addition  of  another  classification  •group,  lead  or 
connection.) 

•  Definition  of  Work  Now  Being  Accomplished  in  a 
Yard  including: 

— Outbound  and  inbound  movements  (trains,  trans¬ 
fers,  interchange  runs,  locals  and  industrial  drags 
including  approximate  timing  and  volume  of 
each  of  these  movements) .  Legible  copies  of  a  nor¬ 
mal  week’s  inbound  and  outbound  consists  were 
obtained  as  part  of  this  task. 

— Activities  of  each  yard  crew  and  local  (summa¬ 
rized  using  a  Gantt  chart  for  each  crew). 

— Description  of  volume  variations  by  day  of  week, 
month  of  year  and  hour  of  day  for  each  yard; 
and  selection  of  a  “normal”  period  for  further 
analysis. 

•  Identification  of  Time  Required  to  Perform  Vari¬ 
ous  Yard  Work  Elements  (assuming  existing  pro¬ 
ductivity  and  work  rules)  including  the  average 
time  required  to : 

— couple  a  track  (fixed  +  variable/car) 


— double  one  track  to  another  ( fixed + variable/ 
car) 

— set-over  a  track  from  the  bowl  to  the  departure 
yard  ( fixed + variable/car) 

— ^hump  a  cut  (fixed -f- variable/car  including  pull¬ 
back  and  average  re-hump  if  required) 

— inspect  an  inbound  train  (fixed  4- variable/car) 

— move  between  various  parts  of  a  terminal  and  to 
make  significant  moves  within  a  yard 
— perform  other  significant  yard  activites 

In  addition  to  the  above  types  of  information,  the 
field  teams  also  prepared  qualitative  reports  of  the 
existing  constraints  facing  each  yard  and  the  relative 
effectiveness  with  which  each  yard  was  being  operated. 
The  group  also  submitted  recommendations  for  changes 
in  each  yard. 

The  information  was  gathered  from  each  terminal 
through  interviews  with  railroad  personnel,  analysis  of 
available  data  and  observations  of  key  activities.  The 
Hines  team  spent  an  average  of  10  man-days  of  data 
gathering  and  observation  in  each  of  the  terminals  re¬ 
viewed.  Each  team  consisted  of  an  operating  consult¬ 
ant  (with  prior  experience  as  a  General  Manager,  or 
General  Superintendent  of  a  major  railroad),  an 
engineering  consultant  (with  Railroad  experience  as 
a  Chief  Engineer)  and  an  experienced  railroad  cost 
analyst. 

The  information  gathered  by  the  Hines  group,  com¬ 
bined  with  the  data  collected  and  observations  made  by 
USRA’s  Regional  Managers  and  Manager  of  Yard 
Oi^erations  as  well  as  Penn  Central’s  Director  of  Yards 
and  Terminals  (assigned  to  work  with  USRA  on  a  full 
time  basis),  was  sufficient  to  evaluate  whether  the  in¬ 
dividual  terminals  could  perform  the  work  assigned 
under  each  operating  plan  and  to  estimate  the  cost  and 
problems  associated  with  expanding  the  capacity  of  a 
terminal  if  the  work  load  assigned  under  an  operating 
plan  exceeded  the  terminal’s  present  capacity. 

Terminal  effectiveness  studies. — USRA’s  Regional 
Managers  (supported  by* a  full-time  liaison  representa¬ 
tive  from  each  Penn  Central  Region)  have  been  analyz¬ 
ing  local  and  industrial  switching  operations  at  14  loca¬ 
tions.  The  purpose  of  these  studies  has  been  to  review 
the  costs  and  revenues  associated  with  the  pickup  end 
delivery  (industrial  and  local)  switching  functions  to 
estimate  the  profit  contribution  or  loss  for  the  traffic 
involved.  Based  on  the  findings  in  each  case,  several 
possible  actions  might  be  taken  to  improve  the  profit 
contribution : 

•  Improve  efficiency  of  switching  operations, 

•  Substitute  truck  pickup  and  delivery, 

•  Change  rates,  or  rate  structure,  * 

•  Ensure  all  legitimate  charges  are  collected. 

Yards  selected  for  study  represented  a  croes-sectiwi 
of  the  bankrupts’  system  in  terms  of  location,  size,  na- 
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ture  of  business  and  switching  complexity.  The  yards 
selected  were : 

Name  of  Yard  Location 

Abrams _  Norristown,  Pa. 

Bums  Harbor _  Porter,  Ind. 

Canton _  Canton,  Ohio 

Edgemoor _  Wilmington,  Del. 

Indianapolis  Terminal _  Indianapolis,  Ind. 

Kenmore _  Buffalo,  N.T. 

Midvale _  Midvale,  Pa. 

Mingo  Junction _  Steubenville,  Ohio 

Motor _  Bedford,  Ohio 

Oil  City _ _  Oil  City,  Pa. 

Rochester _  Rochester,  N.Y. 

Springfield _  Springfield.  N.Y. 

Weirton _  Welrton,  W.  Va. 

West  Albany _  Albany,  N.Y. 

To  determine  the  revenue  generated  by  customers 
served  from  the  yards  listed  above,  Sales  Department 
Records  were  reviewed,  containing  summaries  of  cars 
originating  and  terminating  at  each  customer  location 
and  including  the  O/D  routing  which  each  of  these 
cars  followed.  Demurrage  records,  accessorial  charges, 
and  summaries  of  other  miscellaneous  revenue  records 
related  to  each  customer  were  also  reviewed. 

To  define  the  total  cost  of  operating  the  yards  in  ques¬ 
tion,  yard -specific  operating  costs  were  reviewed  find 
general  overhead  alloc*ated  on  a  per-car  basis  to  each 
of  the  yards  in  question.  Per  diem  charges  associated 
with  each  of  the  yards  was  obtained  through  Car  Dis¬ 
tribution  Records.  The  costs  of  operating  switching 
locomotives  were  obtained  from  the  mechanical  depart¬ 
ment.  Man-counts  of  supervisors,  clerical  forces,  TAE 
crews,  maintenance  of  equipment  and  maintenance  of 
way  forces  assigned  to  each  yard  were  obtained  from 
supervision  at  each  terminal. 

Terminal  supervision  as  well  as  yardmasters  pro¬ 
vided  a  detailed  explanation  of  the  duties  of  each  switch 
crew  including  the  customers  served  and  the  approxi¬ 
mate  time  needed  to  serve  each  of  them.  They  also  were 
able  to  breakout  the  approximate  yard  sorting  time  that 
should  be  allocated  to  each  of  the  industrial  customers, 
system  switching  requirements,  interchange  operations, 
efc.  Terminal  supervision  was  also  able  to  provide  a 
description  of  the  number  of  locomotive  units  assigned 
to  the  yard  and  how  each  unit  was  lised  each  day. 

Division  budget  offices  supplied  the  remaining  in¬ 
formation  on  payroll  costs  and  arbitraries  and  any 
other  relevant  costs.  Line-haul  cost  attributable  to  each 
of  the  industrial  cars  being  studied  was  derived  and  al¬ 
located  to  these  cars  on  the  basis  of  line-haul  cost  for¬ 
mulas  developed  by  USRA. 

With  the  data  described  above  for  these  sample  yards, 
the  general  contribution  to  net  railway  operating  in¬ 
come  generated  by  each  of  the  yards  studied  is  being 
estimated  and,  within  each  of  these  yards,  by  each  of 
their  major  customers.  These  findings  will  be  correlated 
to  determine  whether  any  relationships  can  be  de¬ 


veloped  to  describe  business  that  generally  was  unprof¬ 
itable  for  the  railroad.  For  the  Final  System  Plan,  find¬ 
ings  from  these  preliminary  studies  will  be  extrapolated 
to  estimate  their  system  impacts  and  recommendations 
will  be  developed  to  correct  deficiencies  or  weaknesses 
uncovered  by  these  studies. 

Equipment  Utilization 

As  indicated  in  earlier  portions  of  this  plan,  to  sur¬ 
vive  as  a  private  industry,  railroads  must  significantly 
improve  equipment  utilization.  USRA  carried  out  two 
studies  related  to  this  objective. 

Car  utilization  improvement  and  car  ownership  arc 
the  two  major  areas  of  freight  car  planning.  Car  utiliza¬ 
tion,  defined  as  the  number  of  car  days  on  line  per  load 
originated,  is  determined  by  the  carriers’  traffic  pat¬ 
terns,  operating  methods  and  car  distribution  strategy. 
Car  ownership  refers  to  the  characteristics  of  the  car¬ 
rier’s  fleet  (number  of  cars  by  type,  grade,  size  and  spe¬ 
cial  appliances)  and  is  determined  by  the  new  car 
acquisitions,  car  maintenance  and  shopping  programs  as 
well  as  retirements. 

The  importance  of  freight  car  planning  is  indicated 
by  the  size  of  the  fleet,  which  included  over  175,000  cars 
owned  and  leased  at  the  beginning  of  1974,  and  the  high 
cost  of  new  cars.  At  an  average  cost  of  $22,000  per  car 
in  1973,  replacement  of  the  bankrupts’  car  fleet  would 
cost  $3.8  billion.  In  1973,  the  bankrupts’  total  equipment 
costs  were  over  $.300  million  consisting  of  net  car  hire, 
car  leases,  shopping,  depreciation  and  interest  expense. 

The  first  objective  for  the  freight  car  planning  study, 
which  was  conducted  by  Strong,  Wishart  &  Associates, 
was  to  develop  an  approach  to  freight  car  control  that 
would  enable  ConRail  to  improve  car  utilization  sub¬ 
stantially,  To  accomplish  this,  Penn  Central,  represent¬ 
ing  90  percent  of  the  bankrupt  operations,  was  analyzed 
as  follows : 

—  For  each  of  eight  car  types  (plain  box,  equipped 
box,  gondolas,  open  top  hoppers,  covered  hoppers, 
TOFC  flats,  multi-level  flats,  other  flats,  and  all 
other  cars),  the  utilization  stati^ics  were  developed 
from  car  accounting  and  traffic  records  to  show 
the  empty  and  loaded  car  days  on  line  per  load 
originated. 

—  The  iK)licies  of  PC  in  the  important  areas  of  fleet 
sizing  (maintaining  the  number  of  empties  on  line 
at  the  minimum  level  required  to  protect  current 
loading  rates)  and  car  distribution  (allocation  of 
each  car  to  a  particular  loading  point  or  movement 
off  line)  were  comi)ared  to  practices  on  other  rail¬ 
roads. 

—  The  ability  of  the  PC’s  computer  system  to  control 
the  movement  of  cars  effectively  was  evaluated  in 
relation  to  the  capabilities  of  systems  on  other  rail¬ 
roads. 
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.  —  The  effect  of  deteriorated  plant  on  the  time  that  cars 
spend  in  trains  was  evaluated. 

For  each  of  the  above  areas,  an  improvement  potential 
was  developed  in  car  days  per  load.  Recommendations 
were  developed  also  for  basic  car  distribution  proce¬ 
dures,  the  organizational  structure  necessary  to  imple¬ 
ment  these  procedures,  and  the  necessary  elements  of 
computer-processing  support. 

To  develop  a  freight  car  acquisition  program  and 
forecast  freight  car  expense,  a  computer  model  called 
COXCAR  was  developed.  This  model  used  the  follow¬ 
ing  inputs :  , 

—  Temple,  Baker  &  Sloane  forecast  of  originated  ton¬ 
nages  for  1976-85,  by  general  commodity  classifi¬ 
cations. 

—  A  matrix  developed  from  PC  traffic  records  to  con¬ 
vert  TBS  forecast  of  originated  tonnages  to  origi¬ 
nated  carloads  by  car  type. 

—  A  projected  1976  fleet  developed  from  the  1973  fleets 
of  the  bankrupt  railroads,  adjusted  by  the  acquisi¬ 
tions.  retirements,  bad  order  fall-outs  and  shopping 
programs  between  1973  and  1976. 

—  Historical  per  diem  rates  by  car  type  for  system  and 
foreign  cars, 

—  A  shopping  program  designed  to  restore  to  the  serv¬ 
iceable  car  fleet  the  maximum  number  of  repairable 
cars  which  are  now  bad  ordered. 

—  A  retirement  program  designed  to  achieve  an  aver¬ 
age  fleet  age  of  18  years. 

—  Historical  mea.sures  of  car  utilization  performance 
modified  by  estimated  improvements  in  car  utiliza¬ 
tion.  On  the  basis  of  these  inputs,  the  model  calcu¬ 
lated  the  following  statistics  for  each  year  from  1976 
to  1985 : 

—  Beginning  serviceable  and  unserviceable  car 
count  by  car  type. 

—  Tjoading  capacity  of  system  serviceable  cars  by 
car  type,  based  on  historical  system  turn  time  ad¬ 
justed  by  estimated  utilization  improvements. 

—  On  line  foreign  car  capacity  to  load  by  car  type, 
based  on  the  historical  percentage  of  originated 
loads  in  foreign  cars. 

—  If  total  loading  capacity  (system  and  foreign) 
exceeds  the  forecasted  demand,  the  use  of  foreign 
cars  is  reduced  to  the  minimum  level  required  to 
cover  the  demand. 

—  If  the  total  demand  is  greater  than  the  system 
and  foreign  capacity  to  load,  the  model  increases 
the  system  car  fleet  by  acquiring  enough  new  cars 
to  cover  the  excess  demand. 

The  model’s  outputs  include  an  equipment  acquisition 
program,  total  car  costs,  fleet  composition  and  utiliza¬ 
tion  statistics.  Mgny  runs  of  the  model  have  been  made 
to  evaluate  the  fleet  requirements  and  financial  results 
of  the  options,  different  shopping  programs,  various  lev¬ 


els  and  timings  of  utilization  improvement  factors,  the 
inclusion  of  EL  in  the  ConRail  system  and  the  effects  of 
such  external  factors  as  car  service  rules  and  incentive 
per  diem. 

Locomotive  Utilization 

Utilizati<Hi  of  locomotives  was  studied  to  determine 
the  required  locomotive  fleet,  by  types  and  quantities  of 
locomotives,  for  eadh  of  the  several  alternate  ConRail 
system  configurations.  Too  few,  or  an  improper  mix  of 
locomotives,  would  provide  an  unacceptable  level  of 
service.  Too  many  locomotives,  or  locomotives  of  the 
wrong  type,  would  unnecessarily  increase  investment 
base,  carrying  charges  and  maintenance  expenses.  Be¬ 
cause  the  service  life  of  a  locomotive  unit  is  relatively 
long  and  the  unit  investment  is  large,  locomotive  fleet 
structuring  must  be  predicated  on  the  traffic  levels  and 
mixes  anticipated  over  a  period  of  years  and  on  a  care¬ 
ful  analysis  of  utilization. 

Ninety  percent  of  the  locomotive  fleet  of  the  bankrupt 
railroads  (excluding  EL)  is  operated  by  Penn  Central. 
On  most  Penn  Central  routes,  eastbound  tonnage  usually 
exceeds  westbound  tonnage,  which  results  in  a  motive 
power  imbalance,  and  the  deadheading  of  power  from 
eastern  terminals  to  western  terminals.  Locomotives  are 
presently  distributed  in  six  regional  pools  as  well  as  a 
system  pool,  the  latter  being  controlled  by  Penn  Cen¬ 
tral’s  “Blue  Room”  in  Philadelphia. 

A  major  problem  encountered  in  this  analysis  has 
been  locating  accurate  data.  The  problem  was  further 
complicated  by  the  fact  that  ConRail  locomotive  re¬ 
quirements  will  be  appreciably  affected  by  plant  re¬ 
habilitation  and  improvements  in  operating  and  main¬ 
tenance  procedures.  These  include  upgrading  of  road 
and  yard  track,  improving  maintenance,  elimination  of 
certain  branch  lines  and  a  new  computerized  operating 
data  system  allowing  more  centralized  control  of  motive 
power.  Identifying  and  measuring  the  quantity  and  tim¬ 
ing  of  these  modifications  and  improvements,  and  their 
translation  into  locomotive  requirements,  is  crucial  in 
determining  future  fleet  size  year  by  year. 

The  availability  of  cabooses  has  also  been  a  major 
problem  on  Penn  Central;  therefore,  throughout  the 
analyses,  caboose  utilization  was  considered  along  with 
locomotives. 

Several  approaches  were  used  in  the  determination 
of  locomotive  and  caboose  fleet  requirements.  One  ap¬ 
proach  started  with  the  existing  operation  and  fleet  and, 
based  on  a  thorough  analysis  of  anticipated  changes  in 
traffic  levels  and  improved  operating  and  maintenance 
procedures,  estimated  future  changes  in  fleet  require¬ 
ments.  To  this  end,  visits  were  made  to  the  “Blue 
Room,”  and  to  selected  yards  and  locomotive  facilities 
across  the  system 

The  purposes  of  these  visits  were  to  study  the  meth¬ 
ods  of  assigning  and  utilizing  motive  power,  to  esti- 
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mate  the  utilization  of  locomotive  units  based  on  visual 
inspection  and  sampling  of  records  of  locomotive  ac¬ 
tivities  and  to  elicit  alternative  approaches  from  experi¬ 
enced  personnel.  This  effort  culminated  in  the  develop¬ 
ment  of  estimated  changes  to  the  present  fleet  for  each 
factor  affecting  the  fleet  structure. 

A  second  approach  used  was  to  compare  the  locomo¬ 
tive  performance  of  each  of  the  bankrupt  lines  with 
each  other  and  with  a  number  of  other  railroads  to  iso¬ 
late  and  quantify  areas  of  improvement.  A  computer 
model  was  constructed  using  the  “factor  analysis”  tech¬ 
nique.  Ten  factors,  each  having  a  bearing  on  a  railroad’s 
locomotive  fleet  size  and  composition,  were  considered 
(e.g.,  gross-ton-miles  in  slow  order  territories) .  Numeri¬ 
cal  coefficients  were  determined  for  each  railroad  for 
each  of  these  factors;  the  coefficients  were  fed  into  the 
computer  model  and  the  relative  importance  of  each 
factor  was  computed.  Once  these  factor  values  were 
obtained,  an  anticipated  decrease  in  slow  orders,  for  ex¬ 
ample,  could  be  immediately  translated  into  a  reduc¬ 
tion  in  locomotive  unit  and  caboose  requirements.  This 
model  was  run  and  the  results  compared  with  the  “on 
the  ground”  approach  discussed  above,  allowing  a  fine 
tuning  of  fleet  requirements. 

A  third,  longer  range  approach  to  the  problem  is  the 
development  of  a  computerized  simulation  of  ConRail 
locomotive  requirements.  A  simulation  model  is  being 
developed  which  accepts  train  origins,  destinations, 
times  of  origin  and  destination,  and  power  requirements, 
as  well  as  yard  power  requirements.  The  reassignment 
of  power  is  considered  as  it  is  made  available,  in  the 
manner  in  which  it  is  presently  handled. 

Maintenance  and  servicing  requirements  also  are  han¬ 
dled  in  the  model.  After  calibration  to  closely  reflect  the 
present  operation,  procedural  and  system  changes  are 
being  reflected  and  the  results  of  these  changes  obtained. 
Train  Performance  Calculator  and  Train  Dispatching 
Moilel  outputs  are  used  as  inputs  to  this  proce^.  Fleet 
requirement  data  from  this  modeling  approach  will  be 
incorporated  into  the  Final  System  Plan. 

The  number  of  locomotive  units  required  each  year 
were  calculated  using  the  several  factors  described 
above.  Results  of  this  analysis  are  shown  in  Chapter  6. 

Administrative  Studies 

In  addition  to  the  studies  directly  related  to  opera¬ 
tions — such  as  blocking,  line  capacity  and  yard  stud¬ 
ies — ^TJSRA  conducted  a  number  of  studies  of  admin¬ 
istrative  procedures,  including  clerical  forces,  data 
processing,  management  information  and  other  general 
and  administrative  functions.  Those  findings  were  uti¬ 
lized  in  preparing  financial  projections. 

Yard  ofices  and  agencies. — The  7  bankrupt  rail¬ 
roads’  labor  force  includes  6,700  yard  office  and  agency 
clerks  representing  8  percent  of  the  total  employment.' 
To  forecast  the  clerical  force  requirements  of  ConRail, 


and  to  estimate  labor  protection  payments,  it  was  nec¬ 
essary  to  review  present  and  future  yard  and  agency 
procedures  and  to  define  the  size  of  the  present  work 
force  by  job  at  each  location.  Combining  this  informa¬ 
tion  with  the  forecasted  workload  by  yard  and  agency 
location  and  the  systems  and  procedures  which  will  be 
implemented  at  each  location,  a  forecast  was  prepared 
of  ConRail ’s  clerical  force  requirements. 

The  status  of  yard  and  agency  information  systems 
on  the  principal  ConRail  roads  is  as  follows ; 

The  Penn  Central  is  currently  implementing  an  in¬ 
formation  system  called  TABS.,  an  acronym  for 
Transportation  and  Billing  System.  The  major  objec¬ 
tive  of  this  system  is  to  provide  a  common  data  base 
for  car  accounting,  transportation,  billing,  revenue 
accounting,  freight  sales  control,  tracing,  car  distribu¬ 
tion  and  statistics. 

Home  routes  and  record  rights  are  to  be  imple¬ 
mented  into  the  system  in  early  1975.  This  addition 
should  be  an  aid  to  car  utilization  and  per  diem  cx>n- 
trol.  Repetitive  waybill  codes  (RWC)  are  provided, 
and  waybill  profiles  are  stored  in  the  computer  files. 
RWC  waybills  report  full  waybill  information  with 
the  exception  of  car  initial  and  number,  waybill  date 
and  number  and  rate  and  weight  of  commodity. 

The  movement  of  empty  pool  cars  is  monitored  by 
TABS.  Patrons  will  have  access  to  information  on  the 
movement  of  their  own  pool  cars  and  will  have  the 
capability  of  changing  pool  assignments.  TABS  will 
also  ensure  that  waybill  information  has  been  re¬ 
ported  for  every  loaded  car  moving  on  the  railroad 
through  a  cross  check  between  car  movement  and  the 
waybill  information  file. 

The  final  TABS  installation  date  is  scheduled  for 
April  1975,  for  a  total  of  264  reporting  locations.  Of 
these  locations,  80  percent  are  now  operational. 

The  agency  system  on  the  Penn  Central  is  called 
FACT  (Freight  Agency  Coordination  Terminal). 
The  Penn  Central  has  12  open  stations,  located 
in  East  St.  Louis,  Chicago,  Indianapolis,  Detroit, 
Columbus,  Cleveland,  Buffalo,  Pittsburgh,  Boston, 
New  York,  Philadelphia  and  Baltimore.  All  other 
stations  on  the  railroad  are  considered  nonagency 
stations.  Each  FACT  location  is  surrounded  by  sup¬ 
porting  field  terminal  locatimis.  The  locations  of  the>se 
field  terminals  are  based  primarily  on  the  originating 
and  terminating  locations  of  local  freights. 

Most  field  terminals  operate  on  an  8- hour  day,  5  days 
per  week.  At  the  close  of  business  in  field  terminals,  all 
calls  received  in  that  terminal  are  automatically  trans¬ 
ferred  to  the  FACT  Terminal,  which  is  manned  7  days 
a  week,  24  hours  a  day.  This  was  one  of  the  selling  points 
used  by  the  Penn  Central  before  the  state  commissions 
in  justifying  the  closing  of  stations.  ^ 

FACT  Terminals  are  being  converted  from  unit 
record  equipment  to  IBM  360/20*  through  which  all 
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data  will  be  transmitted  to  the  central  computer  in 
Philadelphia  for  processing. 

The  Erie  Lackawanna  recently  opened  four  re^onal 
billing  offices  located  at  Buffalo,  Scranton,  Youngstown 
and  Hoboken.  These  four  locations  will  do  all  of  the 
billing  and ‘collection  for  their  respective  territories, 
under  the  responsibility  of  the  accounting  department. 
'Hie  agency  or  station,  of  which  the  EL  has  144  manned 
locations,  reports  to  the  division  superintendent.  Each 
of  these  locations  prepares  waybilling  and  handles  its 
own  demurrage  and  switching  accounts.  The  waybills 
are  forwarded  to  the  regional  center  for  freight  billing 
and  collection.  Demurrage  and  switching  bills  are  pre¬ 
pared  by  the  local  agents. 

The  Lehigh  Valley  has  a  central  freight  agency  in 
Bethlehem,  Pa.,  which  does  the  billing  for  all  credit 
patrons.  The  agencies  on  the  LV  are  in  2  divisions, 
the  Eastern  Di\dsion  and  the  Buffalo  Division,  with  17 
agencies  in  the  East  and  16  agencies  in  the  Buffalo 
Division. 

Most  of  the  LV  is  set  up  with  dualized  agencies  where 
each  agent  may  control  up  to  as  many  as  five  other  sta¬ 
tions,  with  a  major  freight  agency  in  Newark  which 
covers  Bayonne,  Newark,  Jersey  City  and  New  York 
Terminal  as  well  as  handling  the  revenue  billing  for 
TOFC  at  Oak  Island.  The  Stations  Department  is  made 
up  of  6  appointed  agents,  24  union  agents  and  25 
“group  1”  clerks.  Also  under  the  Station  Department 
are  31  block  operators. 

The  Reading  Stations  Department  covers  both  sta¬ 
tions  and  train  dispatchers.  In  the  Philadelphia  area, 
there  is  a  central  billing  bureau  which  handles  all  out¬ 
bound  billing.  All  stations  on  the  system,  other  than  in 
Philadelphia,  keep  their  own  accounts  and  do  their  own 
billing. 

Central  of  New  Jerttey  has  four  freight  service  cen¬ 
ters  in  Elizabethport,  Bridgeton,  I^akehurst  and  Whar¬ 
ton,  N.J.  There  are  112  people  in  the  Stations  Depart¬ 
ment,  including  73  agents  and  clerks.  Each  of  the  agen¬ 
cies  is  responsible  for  its  own  ancillary"  charges.  The 
service  centers  collect  all  the  revenue. 

All  outbound  waybilling  is  memo,  with  a  copy  being 
sent  to  the  freight  service  center  where  the  revenue 
billing  is  prepared.  The  freight  service  center  also 
matches  all  memo  bills  with  revenue  bills  on  inbound 
shipments. 

The  use  of  “stand-alone”  yard  and  terminal  mini¬ 
computer  systems  is  being  evaluated  to  determine  when 
and  where  the  installation  of  these  minicomputer  sys¬ 
tems  and  major  terminals  would  improve  the  financial 
performance  of  ConRail.  This  evaluation  will  consider 
both  the  cost  reduction  and  operational  improvement 
aspects  of  these  systems,  as  well  as  intangible  benefits, 
such  as  better  customer  service  and  a  reduction  in  mis- 
routing. 

PC’s  Freight  Agency  Coordination  Terminal 


(FACT)  will  be  evaluated  as  a  candidate  system  for 
extension  to  all  of  ConRail.  Some  of  the  potential  areas 
of  improvement  are:  computerized  FACT  terminal 
procedures,  improvement  of  messenger  routes,  decreased 
train  delays,  restructured  organization  to  reduce  exces¬ 
sive  management  personnel  and  relocation  of  billing 
clerks  to  i-educe  the  number  of  cars  moving  on  memo 
bills. 

Yard  office  procedures  are  being  studied  to  determine 
if  the  present  methods  or  work  rules  are  inefficient, 
leading  to  an  excess  of  clerical  personnel.  Information 
gathered  from  yards  will  be  used  as  a  basis  for  this 
study. 

Management  Information  System  Planning 

The  management  information  systems  of  the  bank¬ 
rupt  roads  have  been  reviewed  to  establish  which  infor¬ 
mation  areas  are  critical  to  management  decisionmak¬ 
ing,  to  uncover  deficiencies  in  those  areas  and  to  analyze 
the  deficiencies  to  determine  the  improvements  required 
if  the  systems  are  to  meet  future  management  needs. 

Experience  in  constructing  USRA’s  Traffic  Data  Base 
indicated  serious  data  and  information  problems  on  the 
banknipt  roads.  Although  the  situation  may  not  be 
atypical  of  the  railroad  industry,  significant,  reliable  in¬ 
formation  is,  in  many  instances  lacking  on  the  bank¬ 
rupts.  Typically,  data  are  plagued  with  errors,  and  con¬ 
siderable  time  and  money  was  expended  by  USRA  for, 
data  validation  and  error  correction. 

The  information  systems  of  some  solvent  carriers 
have  been  reviewed,  but  even  the  best-managed  data 
systems  emphasize  current  operations  and  fail  to  ad¬ 
dress  information  needs  for  long-term  planning  and 
decisionmaking.  Critical  management  information  is 
often  collected,  not  with  decisionmaking  in  mind,  but 
only  because  of  requirements  of  the  IOC  or  other  au¬ 
thority.  Even  the  best  railroad  data  systems  still  fail  to 
integrate  accounting  data  with  car  movement  data  in  a 
way  that  provides  a  basis  for  determining  real  profit 
performance. 

A  factor  which  severely  complicates  the  integration 
and  upgrading  of  ConRail  systems  is  the  lack  of  com¬ 
patibility  between  systems.  The  bankrupt  roads  have 
developed  different  data  processing  systems  that  per¬ 
form  essentially  the  same  functions.  Differences  among 
systems  can  be  attributed  to  dissimilarities  in  carrier 
size,  data  processing  budget,  management  priorities, 
sophistication  and  competitive  posture.  Disparity  does 
not  necessarily  diminish  the  value  of  any  individual 
road’s  system,  but  in  the  case  of  ConRail,  the  wide  vari¬ 
ance  between  constituent  systems  implies  formidable 
integration  difficulties. 

In  summary,  the  ConRail  road  systems  are  not  pro¬ 
viding  management  with  the  informaticm  essential  for 
effective  decisionmaking.  Furthermore,  the  systems  suf¬ 
fer  from  lack  of  standardization.  ConRail’s  information 
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system  development  must  overcOTtie  both  of  these  defi¬ 
ciencies.  On  the  basis  of  the  Penn  Central  merger  expe¬ 
rience,  this  will  require  advanced  planning  and  coordi¬ 
nation  to  minimize  cut-over  problems. 

A  task  force  has  been  established  to  review  manage¬ 
ment  information  systems  proposals.  The  task  force  in¬ 
cludes  expert  representatives  from  USRA,  FRA  and 
AAR. 

Administrative  Organization 

The  administrative  and  management  structure  will 
serve  as  the  framework  within  which  ConRail’s  deci¬ 
sions  must  be  carried  out.  Penn  Central  alone  has  ap¬ 
proximately  6,300  nonagreement  employees,  most  of 
whom  hold  some  administrative  responsibility.  Thus, 
establishment  of  ConRail  may  offer  important  oppor¬ 
tunities  for  improvements  in  administrative  cost  as  well 
as  efficiency  through  a  merger  of  the  administrative 
organization. 

The  top  management  organization  is  being  analyzed 
for  the  Final  System  Plan  in  a  separate  study  by  Mc- 
Kinsey  &  Co.  In  its  broadest  sense,  the  administrative 
study  conducted  by  USRA  staff  deals  with  the  present 
utilization  of  manpower  by  the  seven  bankrupt  carriers 
compared  to  the  ultimate  requirements  for  and  utiliza¬ 
tion  of  manpower  under  ConRail.  Therefore,  the  total 
labor  force,  both  agreement  and  nonagreement  posi¬ 
tions,  was  reviewed.  Projected  manpower  requirements 
developed  for  the  organization  structure  were  based 
initially  upon  the  single  ConRail  option.  As  the  selec¬ 
tion  process  continued,  the  administrative  aspects  of 
other  options  which  seemed  promising  w’ere  considered. 

The  objective  of  the  study  was  to  develop  an  orga¬ 
nization  structure  through  which  ConRail  can  be 
managed  effectively  and  efficiently.  A  second  and  more 
immediate  objective  was  to  estimate  for  the  Preliminary 
System  Plan  the  total  manpower  requirements  for  the 
ConRail  system  through  the  year  1985,  and  on  the  basis 
of  these  data,  to  project  general  and  administrative 
costs  for  these  years. 

The  first  phase  of  the  study  was  collection  of  informa¬ 
tion  about  the  organization  structure  and  departmental 


functions  of  the  bankrupt  oarriers.  The  specific  infor¬ 
mation  acquired  included  corporate  and  departmental 
organization  charts,  employee  salaries,  summaries  of 
the  numbers  of  agreement  positions  and  their  locations 
and,  where  appropriate,  statistics  concerning  the  vol¬ 
umes  of  work  being  handled  by  the  various  functions. 
Where  possible,  volumes  were  related  to  appropriate 
workload  indices  to  be  used  in  determining  the  size  of 
effort  anticipated  for  ConRail. 

The  bulk  of  the  information-gathering  effort  was 
handled  through  direct  contact  with  officers  supervising 
the  respective  departments.  These  interviews  supple¬ 
mented  the  statistical  data  obtained,  providing  explana¬ 
tions  of  departmental  functions  and  the  ideas  of  those 
interviewed  as  to  the  potential  impact  of  consolidation 
upon  each  department. 

The  intention  was  to  develop  as  complete  knowledge 
as  possible  of  the  activities  in  all  departments  to  facili¬ 
tate  a  logical  integration  of  the  functions  of  the  six 
carriers.  An  effort  was  made  to  identify  areas  offering 
potential  for  reduced  costs  through  such  measures  as 
consolidation  of  activities,  elimination  of  duplication, 
improved  methods  and  realization  of  economies  of  scale. 

At  the  same  time,  the  processes  through  which  man¬ 
agement  decisions  are  reached  were  examined.  Since 
effectiveness  of  the  management  process  in  translating 
corporate  goals  into  results  will  be  critical  to  ConRaiPs 
future,  it  was  necessary  to  emphasize  those  processes 
which  serve  the  ultimate  goals  while  replacing  or  sup¬ 
plementing  those  which  are  inadequate. 

As  individual  departments  in  each  bankrupt  company 
were  being  reviewed,  special  emphasis  was  placed  upon 
those  functions  whose  performance  would  have  the  most 
direct  impact  upon  ConRail’s  performance.  It  should 
be  noted  that,  although  minimization  of  cost  is  one  goal 
of  the  administrative  study,  it  may  not  always  be  com- 
pwitible  with  sound  decisionmaking  processes.  In  such 
c-ases,  improvement  of  the  processes  may  require  the 
addition  or  upgrading  of  personnel,  with  correspond¬ 
ingly  higher  costs. 

The  Administrative  Study  supplied  basic  information 
for  Manpower  Planning,  Operations  Planning,  Market¬ 
ing  and  Financial  Planning. 
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APPENDIX  F 

Intermodal  Services 

Intermodal  services  play  an  important  and  expanding  unprofitable,  less-than-carload  (LCL)  freight  services, 
role  for  the  railroads  in  the  Region  and  provide  a  means  Containerized  LCL  services  first  were  offered  by  a  few 
by  which  these  companies  can  meet  the  high  competitive  railroads  in  the  1920’s,  but  were  extremely  limited  in 
service  levels  providexi  by  motor  carriers.  Some  funda-  their  application.  Coordinated  rail-highway  piggyback 
mental  changes  in  marketing  and  operating  strategies  services  were  established  in  the  East  in  the  1930’s  by 
will  be  essential,  however,  if  these  services  are  to  con-  the  former  New  Haven  Railroad,  which  handled  motor 
tribute  to  the  long-term  viability  of  ConRail.  carrier  trailers  between  Boston  and  New  York. 

The  objectives  of  USRA  intermodal  planning  studies  Piggyback  traffic  grew  rapidly  after  1953,  when  the 
include :  Interstate  Commerce  Commission  (ICC)  officially  sanc- 

•  Development  of  long-term  intermodal  strategies,  programs  in  the  “New  Haven”  case,  in 

•  Identification  of  future  potential  markets,  decided  that  railroads  could  haul  motor  carrier 

•  Development  of  an  intermodal  operations  plan,  without  holding  a  motor  carrier  certificate  for 

including  assets  to  be  acquiretl  by  ConRail,  routes  line-haul  movement  between  rail  terminals. 

to  be  used  and  service  schedules.  Volume  grew  from  891,000  carloads  in  1964  to  over 

•  Preparation  of  a  long-term  capital  budget  and  million  carloads  in  1973,  an  annual  rate  of  approx- 

•  Development  of  guidelines  for  organizational  imately  6  percent  per  year.  The  service  expanded  from 

structure  and  management-control  systems.  its  original  LCL  role  to  include  a  variety  of  plans  for 

This  section  summarizes  the  principal  findings  and  freight  forwarders 

conclusions  of  theae  studies,  with  emphasis  on  merchan-  ^he  railroads  recognized  the  need  for  this  broader 
dise  (e.g.,  piggyback)  intermoilal  services  and  recom-  during  the  later  1950  s  to  meet  increased  motor 

mendations  for  the  Preliminary  System  Plan.  carrier  competition  resulting  from  the  construction  of 

Intermodal  services  of  the  bankrupt  railroads  include  toll  roads  and  interstate  highways.  The  Reading 

piggyback  service  (Trailer-on-Flat-Car  and  Container-  Company  and  the  former  New  Haven,  Pennsylvania 

on-Flat-Car,  or  TOFC/COFC)  for  merchandise  and  New  York  Central  railroads  used  their  subsidiary 

freight,  including  express  traffic,  as  well  as  coordinated  motor  carriers  (operating  rights  which  had  generally 

rail-truck  distribution  services  for  bulk  commodities,  been  obtained  prior  to  the  passage  of  the  Motor  Carrier 

construction  materials  and  automobiles.  Act  of  1935  and  held  under  the  historical  “grandfather” 

Railroad  intermodal  services  evolved  slowly,  as  an  clause)  to  develop  coordinated  rail-truck  programs  for 

outgrowth  of  earlier  programs  developed  to  restructure  LCL  freight  and  branch  line  substituted  service,  as  well 
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as  the  other  broader  TOFC  plans.  The  Erie  Lacka¬ 
wanna,  Lehigh  Valley  and  Central  of  New  Jersey  ob¬ 
tained  motor  carrier  substitute  service  authority,  but 
used  contract  truckers  for  pickup  and  delivery  services. 

Spearheaded  by  the  Pennsylvania  Railroad,  the 
Trailer  Train  Company  was  organized  in  1955  to  form 
a  national  pool  of  TOFC  flat  cars.  Trailer  Train,  today 
the  nation’s  largest  private  car  owner,  is  owned  by  32 
railroads  and  one  freight  forwarder  (among  the  owners 
are  the  Penn  Central,  Reading  and  Erie  Lackawanna) . 
This  national  pool  provided  a  fleet  of  standardized  cars 
that  provided  the  imp^us  for'  the  rapid  growth  of 
TOFC. 

The  advent  of  containerized  shipping  in  the  late 
1960’s  resulted  in  the  development  of  rail-water  inter- 
modal  services  (Container-on-Flat-Car,  or  COFC), 
further  broadening  the  potential  market  for  the  Re- 
gi(m’s  railroads. 

Noture  of  Present  Services 

In  1973,  five  potential  ConRail  railroads  offering 
piggyback  service^  accounted  for  35  percent  of  total 
U.S.  TOFC/COFC  carloads  and  63  percent  of  the 
TOFC/COFC  tonnage  originated  and  terminated  in 
the  Region.  The  5  roads  operate  a  total  of  77  TOFC/ 
COFC  terminals,  linking  all  the  major  market  areas  in 
the  Region.  Traffic  to  and  from  the  South  and  West  is 
interchanged  with  other  carriers  at  key  jgateway  cities, 
including  Chicago,  St.  Louis,  Cincinnati  and  Alexan¬ 
dria,  Va. 

There  are  also  approximately  65  bulk  commodity  and 
automobile  distribution  terminals  sensed  by  the  5  roads 
in  the  Region,  in  addition  to  many  other  privately 
owned  and  operated  intennodal  distribution  facilities. 

Traffic  flows  are  concentrated  between  major  “end 
point”  markets  or  gateway  interchanges.  Nine  cities 
(each  originating  or  terminating  more  than  100  loaded 
trailers/containers  per  day)  account  for  over  70  percent 
of  total  potential  ConRail  traffic.  Most  of  the  remaining 
traffic  consists  of  smaller  (often  imbalanced)  flows  to 
and  from  low- volume  terminals. 

The  preponderance  of  ConRail  piggyback  traffic  is 
handled  by  more  than  50  dedicated  trains  operating 
over  5,800  route  miles.  The  remaining  traffic,  moving  in 
smaller  blocks  that  do  not  justify  dedicated  trains, 
moves  in  conventional  freight  trains  which  require 
switching  and  handling  in  classification  yards  and  incur 
added  delays  in  transit. 

A  significant  portion  of  total  ConRail  TOFC/COFC 
traffic  (about  80  percent)  consists  of  “wholesale”  ter- 
minal-to-terminal  traffic  (Plan  I,  IIi^  and  III  piggy¬ 
back)  in  which  the  customer  or  an  agent  is  responsible 
for  the  “retail”  collection  and  delivery  service.  Since 
late  1972  much  of  this  traffic  has  been  handled  under 


*  Penn  Central,  Erie  Lackawanna,  Reading,  Lehigh  Valley  and  Cen¬ 
tral  of  New  Jersey. 


so-called  “trainload”  or  multiple  trailer  discount  rates, 
in  which  various  “third  parties”  aggregate  the  required 
minimum  volumes,  purchase  line-haul  transportation 
from  the  railroads  and  then  “retail”  single-trailer  serv¬ 
ices.  Rail  door-to-door  service  (Plan  II  piggyback), 
consequently  has  declined  in  relative  importance. 

The  developmwit  of  the  “land  bridge”  and  “mini¬ 
bridge”  concepts,  under  which  containership  operators 
substitute  rail  line-haul  for  a  portion  of  the  ocean  move¬ 
ment  for  import-export  traffic,  is  responsible  in  part  for 
evolution  of  the  trainload  and  multiple-trailer  discount 
rate  structure.  Entire  trainloads  of  containers  are  moved 
by  Penn  Central,  the  Lehigh  Valley  and  Erie  Lacka¬ 
wanna  to  and  from  East  Coast  ports. 

Approximately  10  percent  of  intermodal  traffic  con¬ 
sists  of  U.S.  Mail,  handled  in  dedicated  mail  trains  pri¬ 
marily  by  Penn  Central  under  contract  to  the  Postal 
Service.  Of  the  planned  nationwide  network  of  21  bulk 
mail  centers,  9  will  be  located  within  the  Region  and 
will  offer  a  significantly  increased  potential  market  for 
ConRail. 

Issues  and  Problems 

Rapid  growth  of  TOFC/COFC  service  has  resulted 
in  a  number  of  problems  and  basic  policy  issues  which 
must  be  addressed  by  ConRail  if  the  intermodal  concept 
is  to  lead  to  profitable  growth. 

Over-expansion. — In  an  attempt  to  increase  market 
share  significantly  while  facing  declining  profitability, 
considerable  intermodal  over-capacity  has  resulted  in 
substantial  intramodal  competition  among  the  Eastern 
railroads  for  a  limited  traffic  base.  The  economics  of  effi¬ 
cient  intermodal  service  are  such  that  rail  service  must 
be  limited  to  moving  large  blocks  of  traffic  between  ma¬ 
jor  “load  centers”  while  a  highway  gathering  service  is 
used  to  aggregate  these  blocks  into  trainload  volumes  at 
modern  and  efficient  intermodal  transfer  terminals. 

A  strategy  by  individual  railroads  to  blanket  the  Re¬ 
gion  with  duplicating  terminals  and  line-haul  services 
to  enlarge  each  railroad’s  revenue  base  has  resulted  in 
significant  overcapacity,  and  low  market  share. 

High  operating  costs. — The  development  of  many 
smaller  terminals,  unable  to  take  advantage  of  potential 
scale  economies  (often  served  by  mixed  freight  trains), 
has  resulted  in  high  operating  costs.  This  strategy  has 
resulted  in  a  fragmentation  of  intercity  flows,  with  much 
imbalance  and  empty  equipment  mileage,  as  well  as  con¬ 
siderable  unproductive  time  while  equipment  is  held  at 
terminals  for  prospective  loading.  The  need  to  provide 
high  customer  service  levels  for  these  smaller  flows  has 
required  the  operation  of  many  shorter  TOFC/COFC 
trains,  with  their  attendant  higher  costs. 

Inadequate  revenues. — ^The  trend  to  terminal-to-ter- 
minal  service  and  volume  discount  rates  had  a  serious 
impact  on  TOFC/COFC  profitability  in  1973.  The  com¬ 
bined  effect  of  “third  parties,”  who  perform  services 
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traditionally  performed  by  the  railroads,  and  discount 
rates  has  eroded  profit  margins  to  the  extent  that  reve¬ 
nues  barely  cover  variable  expense  and  fall  short  of  full 
economic  costs  which  pi-ovide  a  “survival”  return  on  in¬ 
vestment  and  allow  for  replacement  of  capital  assets. 

Service  has  deteriorated  due  to  unreliable  freight 
train  perfonnance  (caused  by  the  poor  condition  of  the 
physical  plant)  as  well  as  terminal  congestion  and  de¬ 
lay  (caused  by  inefficient,  outmoded  terminal  facilities). 
This  low  service  level  has  had  the  effect  of  imposing 
an  artificially  low  ceiling  on  rates,  above  which  custom¬ 
ers  divert  their  freight  to  trucks.  In  fact,  it  appears  that 
much  time-sensitive  freight  already  has  been  diverted 
by  shippers.^ 

Inadequate  'pro'fit  margim. — The  resulting  margin  be¬ 
tween  revenues  and  expenses  has  not  generated  a  cash 
flow  sufficient  to  permit  modernizing  and  replacing  the 
rolling  stock  and  terminal  facilities  essential  to  an 
expanded  intermodal  function.  Penn  Central,  for  ex¬ 
ample,  has  estimated  that  TOFC/COFC  services  gener¬ 
ated  a  contribution  above  variable  costs  in  1973  of  ap¬ 
proximately  $4.5  million  on  gross  revenues  of  $170.4 
million.  However,  an  estimate  of  fully  allocated  Penn 
Central  costs,  on  an  ICC  accounting  basis,  indicates  that 
a  deficit  of  $30  million  was  incurred.  If  current  replace¬ 
ment  costs  and  a  reiilistic  return  on  investment  are  in¬ 
cluded  in  the  calculation,  the  loss  could  be  twice  that 
amount. 

Mamgcment  systenu  and  controh. — Strategies  which 
have  emphasized  volume  growth  without  the  proper 
systems  for  monitoring  profits  have  contributed  to  cur¬ 
rent  profitability  problems.  With  a  higher  proportion 
of  TOFC/COFC  costs  being  variable  with  volume 
(compared  to  conventional  carload  service),  it  is  essen¬ 
tial  that  a  real-time  management  control  and  profit 
monitoring  system  be  in  place  to  guide  day-to-day  de¬ 
cisionmaking. 

Lack  of  profitability  reports  by  terminal,  traffic  lane 
and  market  segment  and  the  absence  of  timely  operat¬ 
ing  data  and  statistics  lead  to  uncoordinated  and  inef¬ 
fective  decisionmaking.  Detailed  operating  budgets, 
combined  with  responsibility  for  revenues  at  the  tenni- 
nal  level,  are  a  key  ingredient  to  effective  operating 
management. 

This  is  particulai  ly  acute  in  the  equipment  area.  Un¬ 
less  local  managers  are  held  accountable  for  all  direct 
costs,  including  imbalanced  and  empty  equipment 
moves,  operating  costs  can  get  out  of  hand.  The  quality 
of  management  information  and  controls  of  the  Penn 
C’entral  is  better  than  that  found  on  most  railroads. 
The  Penn  (Vntral  Intermodal  Department  has  its  own 
oi)erating  information  system  which  reports  flows  by 

-  The  Penn  Central  experimented  with  several  short-haul  TOFC/ 
core  servloes  in  key  corridors,  including  New  Tork-Boston,  New  York- 
Biiffalo  and  Chicago-Detrolt.  However,  due  to  the  need  for  consist¬ 
ently  high  service  levels  and  the  higher  costs  of  short-haul  service, 
Penn  Central  discontinued  these  services  in  197.3,  due  to  continuing 
operating  deficits. 


traffic  lane  and  develops  limited  statistics  on  loaded 
and  empty  moves.  Much  remains  to  be  done,  however,  to 
improve  both  the  timeliness  of  data,  and  its  use  at  the 
decisionmaking  level. 

Service  coordination. — Attainment  of  the  full  poten¬ 
tial  of  intermodal  services  is  dependent  on  increased 
coordination  and  cooperation  with  connecting  railroads 
serving  other  Regions,  and  with  the  local  highAvay  gath¬ 
ering  services. 

One  third  of  the  potential  intermodal  market  con¬ 
sists  of  traffic  flows  to  and  from  points  outside  the 
Region.  Artificial  barriers  at  major  gateway  cities,  re¬ 
sulting  from  tariff  practices  as  well  as  operational  con¬ 
siderations,  have  discouraged  interregional  trains  and 
services.  An  interregional  intermodal  network  can  be 
developed  to  foster  such  services  bypassing  congested 
rail  terminal  areas  and  eliminating  costly  “street” 
interchanges. 

Such  a  network  would  provide  the  railroads  with  an 
effective  means  for  competing  for  the  interregional  traf¬ 
fic  with  long-haul  motor  carriers  not  constrained  by 
historical  railroad  gateways.  The  National  Intermodal 
Network  Study  being  conducted  for  the  Federal  Rail¬ 
road  Administration  has  concluded  that  effective  in¬ 
terregional  ser^uces  would  be  instrumental  in  improving 
the  rail  intermodal  market  share. 

An  effective  highway  “retail”  organization  is  essential 
to  provide  a  true  wide-area  ConRail  intermodal  capa¬ 
bility.  It  is  undoubtedly  important  to  develop,  through 
improved  services,  increased  profits  from  existing  and 
potential  “retail”  markets  (forwarders,  shipper  as^i- 
ations,  the  Postal  Service,  express  companies,  motor 
carriers,  etc.).  At  the  same  time,  however,  the  rail 
motor  carrier  subsidiary  should  play  a  broader  role  in 
providing  ConRail  customers  with  an  alternative  retail 
capability,  as  well  as  continuing  to  provide  the  tradi¬ 
tional  substituted-service  to  points  from  which  rail 
service  is  reduced  or  withdrawn. 

The  future  role  of  the  motor-carrier  subsidiaries  of 
the  ConRail  railroads  has  not  lieen  clearly  defined. 
Pennsylvania  Tinick  Lines,  for  example,  functions  pri- 
maril}’  as  an  intermodal  tenninal  contractor  and  equip¬ 
ment  leasing  organization  and  i^erforms  highway  pick¬ 
up  and  delivery  and  substituted  service  for  the  parent 
company.  A  small  amount  of  revenue  (approximately 
12  percent  of  PTL  1973  revenues)  is  generated  by  non¬ 
rail  operations.  Reading  Transportation  Company  jjer- 
forms  some  TOFC  pick-up  and  delivei-y  work  and  op¬ 
erates  a  few  Reading  TOFC  terminals,  but  90  percent 
of  RTC  revenues  are  generated  from  truck-billed 
freight. 

Opportunities  for  Future  Services 

New  markets. — The  ConRail  railroads  serve  all  major 
freight  generating  centers  in  the  Region  today.  Future 
growth  will  occur  through  increased  share  of  existing 
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markets,  rather  than  geographic  expansion  into  new 
markets.  However,  new  terminal  facilities,  located  near 
concentrations  of  demand,  will  improve  access  to  inter- 
modal  services  for  these  existing  markets. 

For  example,  the  movement  of  industry  to  suburban 
locations  such  as  Long  Island,  Middle  New  Jersey  and 
the  western  suburbs  of  Chicago,  has  created  high  truck¬ 
ing  costs  for  those  shippers  w’ho  have  located  in  areas 
away  from  existing  intermodal  terminals.  New  termi¬ 
nals  in  these  and  other  growth  areas  will  facilitate  the 
generation  of  new  traffic. 

The  basic  ConRail  intermodal  route  structure  and 
related  services  may  be  compared  to  those  of  regular 
route,  general  commodity  motor  carriers  who  operate 
scheduled  services  between  fixed  terminals  at  published 
rates.  There  will  be  a  number  of  opportunities  for  addi¬ 
tional  specialized  services  for  volume  shipments  to  and 
from  shipper  terminals  or  other  facilities  such  as  ma¬ 
rine  terminals  or  postal  facilities.  These  movements 
would  be  essentially  contract  services,  handled  apart 
from  the  regularly  scheduled  network  service  and  priced 
to  reflect  their  unique  sendee  characteristics. 

The  development  of  less-than-truckload  (LTL)  and 
tpartial  truckload  (PTL)  services,  using  subsidiary 
motor  carriers  and  other  retailers  to  provide  an  areawide 
gathering  service,  will  create  a  major  new  market  for 
ConRail.  Increased  small-shipment  traffic  and  the  new 
traffic  resulting  from  the  Postal  Service’s  new  Bulk  Mail 
System  will  complement  the  traditional  directional 
imbalances  characteristic  of  present  day  rail  traffic. 

Containerized  expmrt-import  freight  traffic  can  be 
expected  to  increase  in  the  Region,  since  ConRail  serves 
all  major  North  Atlantic  ports.  Rail  sendees  substituted 
for  coastal  or  intercoastal  water  movement,  however, 
are  subject  to  a  lower  rate  ceiling  than  truck  competitive 
services.  Therefore,  wily  traffic  that  moves  in  large 
blocks  or  train  loads  with  minimal  terminal  handling 
that  can  be  handled  profitably  should  be  solicited  by 
ConRail. 

Existing  markets. — A  detailed  study  of  intermodal 
traffic  flows  and  profit  contribution  for  the  ConRail 
railroads  (not  including  Erie  I.Acka wanna)  indicated 
that  approximately  32  percent  of  total  loads  (represent¬ 
ing  17  percent  of  revenues)  did  not  generate  “survival” 
profits  in  1973.  The  combination  of  high  costs  and 
inadequate  revenues  does  not  generate  sufficient  cash 
flow  to  replace  capital  assets  or  to  increase  capacity  at 
today’s  high  replacement  costs  and  interest  rates. 

Some  of  this  traffic  can  be  handled  more  economically 
by  truck.  In  smaller  markets  that  do  not  generate  suf¬ 
ficient  volumes  of  TOFC/COFC  freight  to  support 
more  than  one  carrier  efficiently,  traffic  should  be  con¬ 
centrated  on  one  carrier.  The  remaining  unprofitable 
traffic  could  be  made  profitable  by  a  combination  of  cost 
reductions,  selective  rate  increases  and  improved  inter¬ 
line  divisions.  It  is  estimated  that  revenues  would  have 


to  be  increased  by  approximately  15  percent  over  present 
levels  to  attain  “survival”  levels  of  profitability  if  all 
present  traffic  were  to  be  retained. 

Selective  rate  increases  on  unprofitable  flows  would 
have  the  effect  of  diverting  some  of  this  traffic  to  other 
carriers.  The  alternative  to  a  profit  improvement  pro¬ 
gram  of  this  type  would  be  a  drastic  cutback  in  services 
to  a  profitable  core  volume.  Regardless  of  the  strategy 
adopted  by  ConRail  management,  projections  of  future 
market  potential  must  allow  for  the  possible  loss  of 
much  of  the  present  marginal  traffic. 

Projection  of  1980  and  1985  intermodal  traffic  levels 
were  made  under  two  alternative  assumptions.  A  base 
level  projection  (that  used  in  the  ConRail  pro  forma 
income  projections)  assumes  continuation  of  present 
market  shares  with  growth  related  to  the  regional 
economy* 

The  base  level  forecast  indicated  an  increase  in 
Ck)nRail  intermodal  traffic  of  30  percent  between  1973 
and  1980  (allowing  for  the  elimination  of  approxi¬ 
mately  15  percent  of  current  traffic,  due  to  its  unprofita¬ 
ble  nature) ,  and  a  further  increase  of  36  percent  between 
1980  and  1985. 

A  high  level  projection  of  the  ConRail  intermodal 
market  potential  was  developed  for  USRA  *  based  on 
preliminary  findings  of  a  nationwide  intermodal  mar¬ 
keting  study  being  completed  for  the  Federal  Railroad 
Administration  (FRA).  These  projections,  allowing 
for  pruning  of  marginal  traffic  and  selective  marketing, 
indicate  that  ConRail  intermodal  traffic  could  increase 
by  approximately  18  percent  between  1973  and  1980 
(a  compound  rate  of  growth  of  2.5  percent)  with  a 
further  increase  of  145  percent,  between  1980  and  1985 
(a  compound  rate  of  growth  of  19  percent  per  year),  as 
shown  below : 


Projected  ConRail  intermodal  trajfic 


Year 

Average 

daily 

loads 

Average 
increase 
over  1978 
(percent) 

igTS _ _ 

2,580 

1980 . . . 

S,048 

18.1 

1985 _ _  _ 

7,471 

189.6 

Depending  on  ConRail’s  intermodal  policies  and 
marketing  strategies,  intermodal  service  has  two  widely- 
varying  levels  of  potential.  Under  the  base  level  projec¬ 
tion,  1985  revenues  would  amount  to  approximately  $365 
million.  Using  the  high  level  forecast,  revenues  would 
be  approximately  $510  million. 

A  significantly  increased  intermodal  market  share  is 
dependent  on  a  number  of  interrelated  factors,  which 
clearly  will  involve  a  long  lead  time  to  implement.  An 
efficient,  upgraded  physical  plant  is  required  to  provide 

*  Temple,  Barker  k  Sloane,  op.  cit. 

*Reeble  Aasociatea,  ConRail  Bi-Modal  and  Inter-Modal  Operations, 
Greenwich,  Connectlcnt ;  USRA  Contract  No.  500S4. 
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truck  competitive  line-haul  service;  interregional  co¬ 
ordinated  services  must  be  established  with  other  rail¬ 
roads  ;  an  expanded  highway  “retail”  division  is  essen¬ 
tial  to  entry  into  new  markets;  equipment  fleets  and 
terminal  facilities  must  be  modernized  and  expanded. 

The  preliminary  results  of  the  Federal  Railroad  Ad¬ 
ministration’s  Intermodal  Network  Study  indicate  that 
ConRail,  due  to  the  heavily  industrialized  Region  which 
it  serves,  would  be  a  key  element  of  a  nationwide  inter- 
modal  network.  The  opportunities  for  an  increased  rail 
share  of  the  “containerizable”  freight  market  are  sub¬ 
stantial.  The  TOFC  share  of  the  “containerizable” 
market  was  3.7  percent  in  1971 ;  this  could  ihcrease  to 
1 1.5  percent  by  1980. 

Table  1  displays  the  projected  nationwide  “contain¬ 
erizable”  freight  market  for  1980  and  shows  the  portion 
of  the  total  rail  and  highway  potential  that  is  economi¬ 
cally  suited  for  an  intermodal  network  and  the  traffic 
which  can  be  scheduled  in  economic,  dedicated  trains. 

Of  the  total  daily  “schedulable”  volume  of  23,663  40- 
ft.  equivalent  units,  almost  two-thirds  of  the  total  con¬ 
sists  of  traffic  diverted  from  existing  rail  services;  the 
balance  consists  of  traffic  diverted  from  for-hire  and 
private  motor  carriers.  Approximately  half  the  network 
potential  (11,998  units)  is  freight  now  handled  in  con¬ 
ventional  rail  carload  service.  This  traffic  represents  ap¬ 
proximately  12  percent  of  “containerizable”  rail  freight, 
but  only  about  4  percent  of  aU  rail  freight  traffic. 

It  is  noteworthy  that  projections  of  the  potential, 
scheduled  TOFC  market  for  1980  exclude  approxi¬ 
mately  half  of  the  TOFC  traffic  the  railroads  would 
otherwise  be  expected  to  handle.  Much  of  this  traffic 
would  be  diverted  to  highways,  or  to  rail  boxcar  serv¬ 
ice,  because  of  factors  such  as  balance,  operating  costs 
or  service  requirements.  Thus,  a  broadly  expanded  in¬ 
termodal  traffic  base  must  consider  the  relative  role  of 
piggvback  vs.  carload  service  and  the  develonment  of  a 
marketing  strategy  consistent  with*ConRail’s  carload 
marketing  strategy. 


Table  1. — Average  daily  U.S.  container  market,  1980 


Potentisl  diversion  from 

Tout 

con- 

talnerita- 
bte  units 

“Eco¬ 

nomical” 

TOFC 

potential 

“Sched- 

nlable” 

TOFC 

Percent  of 
total 
“sched¬ 
ulable” 

f^ommon  Rarrler  highway .  _  .  ... 

07.  All 
n,S48 

12,877 

M06 

5,722 

2,481 

Plretnt 

24.2 

10.5 

100,250 

18,482 

a2(ft 

84.7 

Tovr 

7,120 

87,477 

5,086 

41,500 

8,402 

11,008 

14.0 

5a7 

rarlnad 

Tteil  mihtntjtl.  .  ... 

104,507 

40,402 

15,400 

06.8 

ToUl  _  _ _ 

206,550 

07,075 

>  28,008 

100.0 

>  Non:  Includes  only  traffic  with  length  of  haul  over  200  miles,  2  or  more  loads  per 
day,  per  traffic  lane,  “prime”  and  “soitable”  contalnerlsable  traffic,  280  workdays 
per  year. 

Source:  Reebie  Assodatee,  op.  dt. 


The  Economics  of  Intermodal  Competition  ^ 

The  greatly  expanded  market  share  for  intermodal 
services  includes  the  diversion  of  approximately  4  per¬ 
cent  of  present  carload  freight  traffic  to  intermodal  serv¬ 
ice,  but  only  in  situations  where  empty  mileage  is  held 
to  5  percent  of  the  total  or  less.  The  balance  of  this 
growth  is  attributed  to  capturing  much  of  the  projected 
increase  in  intercity  highway  freight. 

Figure  1  compares  the  relative  economics  of  TOFC 
and  rail  carload  service,  highway  carriers,  rail  unit 
trains  and  barge  transportation.  These  costs  represent 
“engineered”  full  economic  cost,  rather  than  historical 
average  costs.  The  figure  portrays  the  comparative  line- 
haul  unit  costs  of  various  specific  service  configurations 
for  truck  and  rail  carriers. 

The  long  term  variable  cost  per  ton  mile  is  charted 
against  the  length  of  haul  for  barge  operations,  high¬ 
way  carriers  under  various  load  assumptions,  and  three 
forms  of  rail  service:  conventional  carload  service; 
trailers  on  rail  flatcars  (TOFC  or  piggyback) ;  and 
rail  unit  trains.  The  costs  presented  represent  full  eco¬ 
nomic  costs,  incorporating  estimates  of  costs  based  on 
current  replacement  costs  and  interest  rates.  They  are 
estimates  of  tnie  long-run  costs,  appropriate  for  invest¬ 
ment  planning. 


FI6UIIC  1 

COMPARATIVE  UNE-HAUL  COSTS 
FULL  ECONOMIC  COST  BASIS 


CONVCNTtONAL 
RAILCAPLOAO 
AVERAGE  LOAD 
AVERAGE 
EMPTY  M(LJ5 


0 


_J _ L_ 

400  dOO 

length  Of  HAUl  'MILES 


800 


22.SOOTON 
BARGE  TOW 

1000 


NOTES  1.  full  ECONOMIC  COSTS  BASED  ON  PRESENT  DAY  EQlHPMiNT 
REPLArEMCWT  COST.  KRb  CAPITAL  COST,  NO  PROVISION  POR 
INCOME  TAXES 

7  NO  ALLOWANCE  FOR  CIRCUITRY  fN  length  Of  HAUL 
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The  extremes  are  very  low-coet  barge  service®  and 
very  expensive  trucking  where  loads  are  assumed  to  be 
in  one  direction  only.  Comparing  the  various  rail  costs, 
rail  unit  trains  have  lower  costs  than  conventional  rail 
service,  when  the  required  volumes  are  available  to  real¬ 
ize  these  lower  costs.  Conventional  carload  service  is  in 
the  mid  range  of  the  rail  costs  examined,  except  that 
unit  costs  rise  sharply  for  short  haul  shipments. 

Piggyback  is  generally  higher  in  cost  than  carload 
service,  under  ccmditions  of  average  empty  return  ratios 
and  incorporating  present  piggyback  terminal  and 
drayage  costs.  Piggyback  service  can  be  cost  competi¬ 
tive  with  boxcars  when  the  rail  terminal  switching  cost 
is  high  or  when  rail  line-haul  service  is  high  in  cost 
because  of  low  volumes  or  short  distances,  such  as  on 
rural  or  urban  branch  lines. 

Piggyback  service  can  be  cost  competitive  with  trucks 
on  a  point-to-point  basis  for  hauls  of  300  miles  or  more, 
assuming  average  ratios  of  loaded  to  empty  returns. 
However,  if  the  local  drayage  cost  to  and  from  the  mo¬ 
tor  carrier  terminal  or  shipper  dock  is  added  to  piggy¬ 
back  service  to  develop  total  door-to-door  costs,  piggy¬ 
back  ccmipetitiveness  is  lessened  and  the  break-even 
length  of  haul  between  truck  and  piggyback  is  consid¬ 
erably  larger.  For  example,  if  local  drayage  expense  is 
$60  per  loaded  trailer,  the  break-even  between  motor 
carrier  (with  4  percent  empty  mileage,  representative 
of  efficient  intercit}’  carriers)  and  piggyback  service 
(with  present  ConRail  terminal  costs  and  utilization 
levels)  is  extended  to  460  miles. 

If  highway  costs  predicated  on  the  use  of  nonunion 
owner-operators  (who  generally  price  their  services  on 
a  marginal  cost  basis)  is  used,  the  breakeven  point  be¬ 
tween  highway  and  piggyback  is  extended  even  fur¬ 
ther.  The  impact  of  high  line-haul  and  terminal  costs 
for  piggyback  is  to  exclude  the  railroads  as  viable 
competitors  in  the  intermediate  distance  markets,  where 
most  of  the  shipments  comprising  the  potential  inter- 
modal  markets  are  found. 

The  average  length  of  haul  for  Class  I  intercity  mo¬ 
tor  common  carriers  in  the  Central  Region  was  281 
miles  in  1972  ®  and  the  average  length  of  haul  for  LTL 
freight  alone  is  somewhat  longer.  The  Regular  Com¬ 
mon  Carrier  Conference  of  the  American  Trucking  As¬ 
sociation  (ATA)  estimates  that  shipments  under  1,000 
lbs.  in  weight  move  an  average  of  574  miles.^  If  Con- 
Rail  is  to  increase  market  share,  provide  truck-com¬ 
petitive  intermodal  services  and  achieve  the  projected 
increase  in  volume,  it  is  clear  that  an  ^cient,  lower- 
cost  operating  system  is  essential  to  serve  profitably 
the  intermediate-distance  markets. 

*See  Appendix  B  for  a  discussion  of  waterway  costs  not  borne  by 
barge  carriers. 

•  American  Trucking  Association,  Americon  Trucking  Trendt,  1974, 
Washington,  D.C. 

^  Regular  Common  Carrier  Conference,  1969  Cottt  and  Revenues 
and  Small  ShipmenU,  Washington,  D.C.,  December  1971. 


A  key  set  of  cost  factors  is  the  legal  limitations  on 
truck  sizes  and  weights.  Size  and  weight  limitations 
constrain  truck  operations  and  tend  to  impose  unit  op¬ 
erating  costs  which  might  otherwise  be  lower. 

Truck  weight  limits  were  recently  increased  some¬ 
what  (from  73,280  pounds  to  80,000  pounds  Gross 
CcMnbination  Weight  on  Interstate  Highways).  If  use 
of  double-bottom  (or  even  triple-bottom)  units  were 
to  become  legal  in  those  states  within  the  Region  that 
presently  do  not  allow,  or  restrict,  such  units,  trucking 
costs  would  be  reduced  somewhat,  and  perhaps  even  be 
lower  than  rail. 

An  Intermodal  Operating  Plan 

An  operating  plan  was  developed  for  ConRail  I 
( Penn' Central,  Reading,  Lehigh  Valley  and  Central 
of  New  Jersey),  using  1973  as  the  base  year.  A  major 
planning  study  was  performed  under  contract  to 
USRA®  to  assist  in  the  evaluation  of  present  operations 
and  to  furnish  planning  guidelines  and  strategies  for 
the  Preliminary  System  Plan. 

This  study  included  field  inspection  of  all  major 
terminal  facilities,  a  shipper  attitude  survey,  collection 
and  evaluation  of  financial  and  statistical  data  fur¬ 
nished  by  the  respective  railroads,  modification  and 
application  of  forecast  data  developed  by  the  FRA 
intermodal  network  study  and  the  coordination  of  the 
resulting  intermodal  traffic  flows  with  those  of  con¬ 
ventional  rail  traffic  prepared  by  USRA. 

Traffic  flows  between  terminals  and  regions,  developed 
from  special  study  data  furnished  by  the  carriers,  was 
analyzed,  and  traffic  blocks  moving  between  points  suit¬ 
able  for  handling  by  dedicated  TOFC/COFC  trains 
were  identified.  These  blocks  of  traffic  then  were  aggre¬ 
gated  into  trains  and  routed  over  major  traffic 
corridors. 

Schedules  for  these  trains  were  developed  in  accord¬ 
ance  with  present  as  well  as  projected  operating  condi¬ 
tions,  consistent  with  market  demands.  Thus,  late 
evening  departures  and  early  morning  arrivals  were 
prescribed  for  all  key  markets.  In  general,  the  nature  of 
the  competitive  market  in  the  Region  requires  consistent 
second-morning  delivery. 

Trains  must  be  faster  than  average  tonnage  trains, 
but  they  do  not  require  high  operating  speeds.  A  block- 
to-block  average  speed  of  45  m.p.h.  is  generally  sufficient 
between  key  ConRail  markets.  Reliability  of  delivery 
must  be  at  least  85  percent,  in  order  to  compete  for  high¬ 
way  freight  traffic. 

The  resulting  train  and  consist  data  then  were  fur¬ 
nished  to  Stanford  Research  Institute  for  input  to  a 
USRA  routing  and  line-loading  computer  model.  This 
resulted  in  the  generation  of  relevant  operating  statis¬ 
tics  for  inclusion  in  system  pro  forma  income  statements 
and  facilitated  evaluation  of  line  capacity. 

•  Reebie,  e*  al.,  op.  cit. 


300 


1 


Terminal  evaluation. — Terminal  volumes  resulting 
from  the  traffic  simulations  subsequently  were  related  to 
existing  facilities  and  their  capacities  to  determine  the 
number  of  facilities  required  (and  any  required  modi¬ 
fication  or  expansion)  for  an  efficient  level  of  opera¬ 
tion,  consistent  with  the  need  to  maintain  accessibility 
to  customers. 

Productivity  standards  then  were  used  to  project  the 
number  of  terminal  personnel  and  transfer  equipment 
required.  Modifications  or  expansion  of  facilities  re¬ 
quired  to  handle  projected  traffic  levels  were  identified, 
and  estimates  of  required  capital  investment  prepared. 

Proiitability  analysis. — Profitability  of  traffic  was 
analyzed  on  a  “traffic-lane”  (origin-destination)  basis 
using  computerized  standard  costs  and  average  point- 
to-point  revenues.  Marginal  or  unprofitable  flows  or 
terminals  were  identified,  and  were  deleted  from  the 
revenue  base  and  the  revised  system  profitability  was 
determined. 

A  total  of  32  percent  of  system  revenue  loads  (repre¬ 
senting  18  percent  of  revenues)  was  found  to  incur 
variable  costs  exceeding  revenue  by  approximately  $72 
per  trailer  (or  25  percent  more  than  the  system  average 
revenue  per  load).  These  unprofitable  flows  represented 
approximately  23  percent  of  the  possible  city-pair  com¬ 
binations  ;  each  flow  averaged  about  3.2  trailers  per  day. 

Such  relatively  small  flows  are  insufficient  to  realize 
the  true  economies  of  intermodal  transportation.  Com¬ 
bining  or  consolidating  terminals  and  trucking  traffic 
to  the  remaining  terminals  to  consolidate  flows  and 
generate  large  blocks  is  one  means  of  continuing  service 
to  shippers  of  this  traffic.  As  stated  earlier,  certain  traf¬ 
fic  flows  are  inherently  imbalanced  and  incur  high 
operating  costs.  Unless  rates  are  adjusted  to  reflect  true 
costs  to  these  shippers,  the  result  is  a  cross-subsidization 
by  shippers  of  profitable  freight. 

In  all  circumstances  in  which  terminals  would  be 
closed,  alternative  service  from  other  railroads  or  other 
ConRail  terminals  is  generally  available  within  a  few 
miles  of  the  former  facility. 

Results  of  the  analysis. — Concentrating  flows  over 
major  intercity  routes,  consolidating  terminal  facilities 
and  coordinating  train  operations  of  the  ConRail  rail¬ 
roads  results  in  a  significant  reduction  in  operating 
costs,  with  a  probable  improvement  in  customer  service 
levels. 

•  Route  miles  served  by  dedicated  trains  are  reduced 
to  approximately  3,300  or  a  reduction  of  29  percent, 

•  Train  miles  are  reduced  by  approximately  30  per¬ 
cent  from  Penn  Central  1973  levels  and  train  size 
is  increased  somewhat, 

•  Locomotive  unit  miles  are  reduced  approximately 
35  percent  from  Penn  Central  1973  levels,  and 

•  Car  miles  are  not  reduced  In  proportion  to  train  miles,  since  it  is 
assumed  that  much  of  the  inter-line  traffic  now  originated  or  termi¬ 
nated  by  the  Lehigh  Valley,  Central  of  New  Jersey  and  Reading  will 
he  routed  rla  ConRail  for  the  long-haul. 


9033 

•  Car  miles  are  reduced  approximately  10  percent 
from  Penn  Central  1973  levels.* 

A  core  system  serving  approximately  22  market  areas 
will  result  in  a  viable  ConRail  intermodal  system.  A 
total  of  30  intermodal  terminal  facilities  have  been 
identified  for  closing  or  consolidation.  A  number  of 
other  facilities  are  possible  candidates  for  further  con¬ 
solidation.  Some  of  these  facilities  were  closed  or  con¬ 
solidated  by  Fenn  Central  during  1974,  and  the  related 
train  services  reduced.  These  changes  are  consistent  with 
the  plan  developed  by  USRA. 

Opportunities  for  increased  direct  rail  interchange 
with  other  carriers  that  would  reduce  the  workload  on 
key  gateway  terminals,  such  as  Cincinnati,  Chicago  and 
St.  Louis,  are  being  explored  by  Penn  Central.  Possible 
joint  terminal  operations  or  coordinated  interline  serv¬ 
ices  (to  points  not  served  directly  by  ConRail),  which 
have  not  been  explored  in  detail,  would  result  in  further 
operating  costs  and  the  generation  of  new  revenues. 

Improved  use  of  equipment,  especially  trailers,  will 
result  from  streamlined  and  coordinated  intermodal 
operations.  It  is  estimated  that  the  1973  trailer  fleet  of 
13,200  units could  be  reduced  by  25  to  30  percent; 
several  hundred  surplus  Flexi-Van  flatcars  would  also 
be  retired. 

Terminal  improvements. — Terminal  facilities  re¬ 
maining  in  the  ConRail  system  will  have  to  be  upgraded 
and  expanded  to  accommodate  traffic  resulting  from 
terminal  consolidations  as  well  as  projected  growth. 

It  has  been  estimated  that  ConRail  will  have  to  in¬ 
vest  more  that  $100  million  in  intermodal  terminal 
facilities  in  order  to  accommodate  projected  demand  by 
1985.  Many  facilities  were  constructed  without  the  bene¬ 
fit  of  a  long-range  plan  and  are  inefficient  and  costly  to 
operate.  Excessive  congestion  and  delays  to  shipper 
trailers  caused  by  inadequate  facilities  are  not  only 
costly ;  often  they  discourage  shippers  from  using  inter¬ 
modal  services. 

A  major  new  block-transfer  terminal  is  proposed  for 
Crestline,  Ohio,  at  the  point  where  the  former  New 
york  Central  line  to  St.  Louis  crosses  the  former 
Pennsylvania  Railroad  mainline  from  Pittsburgh  to 
Chicago.  Located  at  the  center  of  the  ConRail  system, 
where  major  east- west  traffic  flows  cross  and  converge, 
this  facility  will  simplify  the  handling  of  smaller 
traffic  flows  that  cannot  justify  direct  train  service  but 
still  represent  profitable  business  for  ConRail. 

Trains  from  Boston  and  New  York-Philadelphia  to 
Chicago  and  St.  Louis  will  exchange  blocks  at  this 
point,  reducing  delays  presently  incurred  by  enroute 
switching.  The  proposed  location  has  considerable  low- 
cost  land  available  for  expansion  and  is  a  strategic  site 
for  support  services  such  as  trailer  maintenance  and 

Combined  ownership  and  leased  equipment  of  Penn  Central,  Read¬ 
ing,  Lehigh  Valley  and  CNJ. 


301 


9634 


repair,  empty  equipment  pools  and  eventual  freight 
consolidation  and  break-bulk. 

Train  service  to  points  such  as  Detroit,  Columbus 
and  Cincinnati  would  be  provided  from  Crestline,  In¬ 
ter-regional  run-through  trains  would  be  assembled  and 
blocked  at  Crestline,  eliminating  present  costly  high¬ 
way  interchange  at  gateway  cities.  The  implementa¬ 
tion  of  this  major  system  yard  is  conditioned  upon 
maintaining  schedules,  since  trains  must  converge  at 
about  the  same  time  of  day  to  exchange  blocks.  Thus, 
upgraded  and  well-maintained  intercity  routes  are  es¬ 
sential  to  the  plan. 

Xo  additional  new  facilities  are  required  to  handle 
projected  1980  traffic  volumes,  but  several  outmoded 
terminals  must  be  modernized  or  replaced.  To  accom¬ 
modate  the.  projected  1985  traffic,  however,  a  major 
expansion  of  intermodal  terminal  capacity  must  be 
anticipated.  It  is  essential  that  planning  for  these 
facilities  be  in  progress  now,  particularly  in  view  of 
the  acute  shortage  of  strategically  located  land. 

Xew  concepts  in  rolling  stock  and  terminal  support 
systems  should  be  evaluated  jointly  with  other  rail¬ 
roads  and  suppliers,  to  identify  further  operating  im¬ 
provements  in  intermo<lal  operation.  For  example,  the 
trend  to  higher  maximum  truck  weights  will  result  in 
increased  use  of  45-foot  trailers.  In  1972,  more  than  30 
percent  of  all  new  highway  trailers  were  45  feet  or 
more  in  length.  Present  TOFC/COFC  flatcars  cannot 
handle  two  45-foot  trailers  on  the  same  car. 

Increased  use  of  highway  doubles  (principally  tan¬ 
dem  27-foot  trailers)  results  in  greater  cube  per  high¬ 
way  unit.  This  is  important  to  highway  motor  car¬ 
riers  because  of  the  trend  to  lighter-density  LTL  freight 
and  the  opportunity  to  avoid  excessive  dock  handling. 
Xew  TOFC/COFC  cars  must  be  capable  of  carrying 
these  shorter  units  if  the  railroads  wish  to  attract  an 
increased  amount  of  motor  carrier  LTL  freight. 

Trailer  Train  (which  owned  35,409  intermodal  cars 
as  of  December  31, 1973)  is  actively  working  on  the  de¬ 
velopment  of  new  concepts  in  rolling  stock  to  handle 
a  combination  of  trailer  sizes,  including  27-  and  45- 
foot  trailers. 

An  alternative  to  long  piggyback  cars  would  be  the 
use  of  single-trailer  flatcars  or  integral  trains  of  shorter 
cars.  Single-trailer  cars  would  eliminate  the  problems 
associated  with  “marrying”  trailers  (i.e.,  placing  two 
trailers  having  a  common  destination  on  one  flatcar)* 


and  also  would  facilitate  the  implementation  of  single- 
trailer  rates. 

Access  to  eastern  cities  with  restrictive  overhead 
clearance  (such  as  Xew  York  City)  will  require  either 
the  development  of  low-deck  flatcars  or  the  elimination 
of  clearance  restrictions  to  facilitate  rail  access  to  urban 
traffic  generators  as  an  alternative  to  more  costly  truck 
service  to  and  from  TOFC/COFC  terminals  in  con¬ 
gested  urban  areas. 

Any  improvements  in  car  design  that  have  the  effect 
of  reducing  tare  weight  or  wind  resistance  will  reduce 
TOFC  operating  costs,  and  contribute  to  increased 
profitability.  Low  weight  cars  will  improve  the  net-to- 
tare  ratio,  and  be  more  efficient  in  terms  of  fuel  con¬ 
sumed  per  net  ton-mile. 

Conclusions  and  Recommendations 

ConRail  should  serve  all  major  market  areas  of  the 
Region  with  an  improved,  viable  intermodal  network, 
a  network  serving  all  the  principal  east-west  and  north- 
south  traffic  flows,  and  one  that  would  provide  ConRail 
a  means  for  effectively  competing  with  truck  transpor¬ 
tation. 

Much  of  the  potential  intermodal  market  is  concen¬ 
trated  in  the  Region  or  is  dependent  on  an  efficient  rail 
link  to  and  from  the  Region.  Given  the  necessary  ter¬ 
minal  facilities  with  well -maintained  intercity  routes 
and  reliable  line-haul  services,  and  an  effective  market¬ 
ing  strategy  and  management  control  system,  it  is  rea¬ 
sonable  to  project  a  growing  and  profitable  role  for 
ConRail  intermodal  services. 

A  key  ingredient  for  realizing  the  true  potential  for 
intermodal  service,  however,  must  be  a  commitment 
based  on  the  understanding  of  the  proper  role  of  inter¬ 
modal  service  vis-a-vis  other  rail  services,  as  well  as 
other  competitive  modes  and  the  development  of  strat¬ 
egies  and  policies  which  stress  operational  efficiency  and 
profitability. 

Identification  and  development  of  a  profitable,  self- 
supporting  ConRail  intermodal  system,  linked  with 
other  regional  intermodal  networks,  will  provide  the 
shipping  public  with  efficient  reliable  transportation, 
complementing  conventional  rail  and  truck  transport 
systems,  with  efficient  use  of  resources  and  limited  cap¬ 
ital  funds.  The  intermodal  concept  can  be  expanded 
beyond  its  traditional  role  of  present  TOFC/COFC 
services,  exerting  a  positive  influence  on  the  develop¬ 
ment  of  the  rail  system  of  the  future,  and  providing 
a  “total  transportation”  service  to  the  Region. 
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APPENDIX 


Concept  for  Improved 
Passenger  Service 


All  present  or  planned  and  proposed  routes  in  the 
Region  are  shown  in  Figure  1;  Table  1  and  Figure  2 
indicate  examples  of  elapsed  times  and  frequencies  for 
the  type  of  corridor  services  proposed. 

The  proposed  improvements  are  designed  to  attract 
a  maximum  of  potential  ndership  on  each  train  by  pro¬ 
viding  convenient  frequencies  within  each  corridor,  and 
by  linking  adjacent  corridors  with  through  direct  train 
seiwice  or  convenient  connections,  as  shown  in  Figure  3. 

Minimum  service  frequency  proposed  is  equivalent 
to  at  least  two  daily  trains  in  each  direction.  The  two 
trip  minimum  encourages  use  of  the  rail  mode  by  of¬ 
fering  travelers  more  than  one  return  trip  each  day. 

The  proposal  also  assumes  that  both  non-business  and 
business  travelers  will  be  atti*acted  to  the  services  pro¬ 
posed.  The  great  majority  of  travelers  will  be  diverted 
from  automobiles  through  provision  of  a  reasonably 
fast  service  with  fares  and  elapsed  time  competitive  or 
l)ettei‘  than  that  of  the  automobile.  This  market  api‘)ears 
to  be  relatively  price-sensitive,  and  service  standards 
should  be  set  to  keep  costs  low  and  service  available  for 
those  to  whom  cost  of  travel  is  imiwrtant. 

Except  for  the  Northeast  Corridor,  train  service 
should  not  attempt  to  comj^ete  with  the  higher  speeds 
offei-ed  by  commercial  air  services.  High-density  but 
,  comfortable  seating  of  about  75  seats  per  car  can  be 
provided.  A  small  lounge  section  on  each  tniin  would 


Table  1. — Summary  of  recommended  service  improvements 


Present 
servica  level 

Recommended 
service  level 

Corridor 

Transit 
time  * 

Number 
of  daily 
round 
tripe  ‘ 

Transit 

time 

Number 
of  daily 
round 
trips 

New  York  to  Washington . 

3'(B'' 

30 

2'80" 

(») 

4'ao" 

11 

3'00" 

(») 

1'30" 

7 

I'lS" 

10 

8'»" 

3 

7'20" 

(*) 

S'OO" 

3 

4'ao" 

4 

8'30" 

2 

S'OO" 

4 

None 

0 

s'ao" 

2 

8'aO" 

U 

7'ao" 

2 

Chicteo  to  Cinclimati . 

9'00" 

*  1 

e'ls" 

3 

None 

0 

3'00" 

3 

None 

0 

5'30" 

3 

None 

0 

8' 15" 

2 

7'1«" 

‘2 

7'00" 

2 

8'19" 

(“) 

«'00" 

2 

None 

0 

4'00" 

2 

5'06" 

1 

S'OO" 

•  1 

None 

0 

5'45" 

8 

4'5«" 

<1 

4'00" 

2 

>  Based  on  current  Amtrak  timetable. 

»  By  1990  frequency  should  be  yi  hourly  New  York  to  Washington,  and  H  hourly 
New  York  to  Boston;  by  1982  frequency  should  bo  H-hourly  New  York  to  Washing¬ 
ton,  and  hourly  New  York-Boston. 

» 3  round  trips  Buffalo  to  SyracuM;  4  round  trips  Syracuse  to  Albany;  7  round  trips 
Albany  to  New  York. 

«  Long  distance  trains  operating  In  proposed  corridors. 

*  1  daily  round  trip  plus  1  additional  round  trip  triweekly  via  Harrisburg.  Also  1 
daily  round  trip  Washington  to  Cumberland. 
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FIGURE  1 

PRESENT,  PLANNED  AND  PROPOSED  CORRIDOR  ROUTES 
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serve  light  food  and  liquid  refreshments  and  could  also 
be  us^d  as  revenue  seating  during  peak  travel  periods. 
Each  seat  could  have  a  fold-down  tray  on  its  back  (as 
on  commercial  airlines)  to  allow  the  traveler  to  enjoy 
food  and  drinks  at  his  seat. 

The  proposed  services  also  should  appeal  to  the  busi¬ 
nessman  who,  because  of  a  decided  lack  of  attractive 
alternatives,  presently  is  forced  to  use  commercial  air 
services  on  many  trips  of  less  than  300  miles.  To  com- 
l)ete  for  business  travel  purely  on  the  basis  of  speed, 
Amtrak  would  have  to  increase  its  train  speeds  to  an 
extent  Avhich  would  be  economically,  if  not  technologi¬ 
cally  infeasible.  The  scheme  proposed  here  offers  down- 
town-to-downtown  elapsed  times  which  compare  fa¬ 
vorably  in  many  markets  with  those  of  air  travel, 
particularly  when  delays  associated  with  airport  access, 
luggage  and  weather  conditions,  are  considered. 

*Vs  an  additional  inducement  to  business  travelers,  this 
service  would  offer  “parlor  cars”  with  low -density  seat¬ 
ing  (about  30  seats  per  car)  and  other  services.  Because 
of  the  higher  quality  services  offered,  fares  should  be 
substantially  higher.  In  most  markets,  they  should  ap¬ 
proximate  first  class  air  fares.  It  is  believed  that  many 
business  travellers  would  forsake  the  speed  advantage 
offered  by  commercial  air  services  in  sliort  distance 


markets  for  effective  rail  service.  Evidence  of  such 
business  travel  by  train  is  provided  by  the  substantial 
number  of  travellers  choosing  Metroliners  between 
New  York  and  Washington  even  though  the  3-hour 
train  ride  is  2  hours  longer  than  airport-to-airport 
flight  times. 

Service 

As  shown  on  Figure  3,  each  of  the  corridor  services 
proposed  is  not  considered  as  mutually  exclusive.  Each 
corridor  is  linked  with  each  other,  through  the  provi¬ 
sion  of  inter-corridor  trains  or  convenient  “cross  plat¬ 
form”  connections.  For  example,  there  would  be  two 
daily  round  trips  between  Pittsburgh  and  Indianapolis. 
One  train  could  not  only  carry  passengers  originating 
and  terminating  at  those  two  cities,  but  also  between 
New  York,  Philadelphia  and  Columbus.  The  second 
train  could  link  Pittsburgh  with  direct  train  service  to 
and  from  Indianapolis  and  St.  Louis,  as  it  could  serve 
as  one  of  the  St.  Louis-Indianapolis  corridor  trains. 
Convenient  connections  could  also  be  provided  to  Cin¬ 
cinnati,  Toledo,  Detroit  and  Chicago  by  coinciding 
arrival  and  departure  times  at  interchange  points  with 
those  of  the  Cincinnati/Detrojt/Cleveland/and  Cincin¬ 
nati/Chicago  corridors  respectively.  The  “network”  of 
Corridor  services  is  analogous  in  many  respects  to  a 
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FIGURE  2 


large  urban  transit  system  where  a  passenger  can  reach 
any  destination  by  “long-distance  subway”  trips  or  by 
changing  trains  at  crossing  points. 

The  unbroken  solid  lines  on  Figure  3  show  the  major 
city  pairs  between  which  a  passenger  could  make  a  trip 
without  incurring  an  overnight  journey,  either  via  di¬ 
rect  or  connecting  train  service.  Such  trips  would  be 
possible  between  almost  all  major  cities  in  the  area  west 
of  Buffalo  and  Pittsburgh  and  east  of  Chicago/Mil¬ 
waukee  and  St.  I.<ouis.  In  addition,  the  major  upstate 
New  York  and  Northeast  Corridor  cities  would  be 
linked  with  Cleveland,  Columbus  and  Cincinnati  as 
would  be  Pittsburgh  with  Richmond  and  Newport 
News. 

Integrating  the  corridors  into  a  network  will  tend  to 
increase  substantially  the  average  number  of  passengers 
per  corridor  train  as  a  result  of  travelers  making  non¬ 
corridor  longer  distance  trips  on  corridor  trains.  The 
corridor  schedules  should  also  be  designed  to  act  as 
“feeders”  to  certain  long-distance  trains  in  the  Region 
such  The  Floi'idian  and  the  new  Boston/Chicago 
and  Norfolk/Cincinnati  services.  This  should  further 
enhance  the  economics  of  both  the  corridor  and  the 
long-distance  trains. 


Equipment  and  Utilization 

With  the  exception  of  the  New  York-Washington  and 
Boston-New  York  services,  all  equipment  in  the  pro¬ 
posed  corridor  services  should  be  standardized  to  pro¬ 
mote  maximum  utilization  and  flexibility.  Existing 
equipment  given  major  overhauling  could  be  used,  or 
new  equipment  specifically  designed  for  the  service 
should  be  purchased. 

Turbotrain  type  equipment  could  be  used  hut,  while 
attractive  in  theory,  this  equipment  has  the  disadvan¬ 
tage  that  additional  cars  cannot  be  added  to  existing 
trains  to  meet  peak  travel  demands.  Conventional  new 
cars,  such  as  the  present  Metroliner  “shell”  cars  coupled 
with  bi-directional  locomotives  for  quick  “turnarounds” 
might  be  ideally  suited  for  this  type  of  service.  A  de¬ 
tailed  operational  and  marketing  analysis  should  be 
conducted  by  Amtrak  for  this  purpose. 

USRA  has  not  performed  detailed  studies  which 
would  allow  it  to  estimate  the  magnitude  of  equipment 
requirements  for  the  proposed  services.  However,  at  a 
minimum  3-car  trains  are  visualized,  including  two 
coaches  and  perhaps  a  third  car  configured  with  fir^- 
class  accommodations,  a  snack  bar  and  lounge.  Actual 
equipment  requirements  will  undoubtedly  vary  by  cor¬ 
ridor  and  by  train,  but  for  purposes  of  this  analysis. 
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FIGURE  3 

INTEGRATED  CORRIDOR  NETWORK  -  INTERCORRIDOR  CONNECTIONS 


SOLID  LINE  BETWEEN  TWO  CITIES  INDICATES 
TRIP  CAN  BE  MADE  IN  ONE  DAY. 


minimal  equipment  requirements  have  been  assumed. 

Amtrak  presently  requires  about  21  sets  of  equipment 
to  operate  its  corridor  services.  The  combination  of 
today’s  relatively  slow  train  speeds,  short  trip  lengths, 
assigned  equipment  in  each  corridor,  and  excessive  turn¬ 
around  times  has  resulted  in  average  utilization  of- 
only  383  miles  per  day,  per  train  set.  If  the  proposed 
scheme  is  implemented,  utilization  of  equipment  would 
be  increased  sharply,  to  a  level  of  about  550  miles  per 
day  per  set. 

The  proposal  would  create  about  15,000  additional 
daily  train  miles.^  This  would  require  an  increase  of 
alxjut  100  |>ereent  in  the  number  of  tmin  sets  currently 
oi)oiated  by  Amtrak  in  the  corridors,  but  because  of 
increased  utilization,  the  public  would  be  afforded  al¬ 
most  200  i)ercent  inoi'e  daily  train  miles. 

It  should  be  pointed  out  clearly,  however,  that  the 
Association’s  proposal  is  conceptual  only.  Estimates 
encompass  present  corridors  of  Chicago/St.  Louis, 
Detroit/Chicago,  Chicago/Milwaukee,  New  York/ 
Buffalo/Detroit  and  Washington/Cumberland.  Pro- 
j)osed  and  present  estimates  exclude  Boston/Washing- 

'  The  additional  train  miles  and  consequently  percentage  increase  is 
probably  somewhat  overstated  as  certain  existing  trains  such  as  the 
National  Limited,  Jamet  Whitcomb  Riley,  Floridian  and  proposed  trains 
such  as  the  Boston/Chicago  service  could,  with  proper  scheduling,  serve 
as  corridor  trains  thus  reducing  the  additional  train  miles. 


ton  service.  Present  and  proposed  equipment  require¬ 
ments  exclude  consideration  of  spare  sets  for  mainte¬ 
nance  pur|)oses.  The  increment  in  train  miles  may  seem 
substantial,  but  it  is  roughly  equivalent  to  the  addition 
of  only  thi-ee  Chicago/Iy)S  Angeles  daily  trains. 

Anticipated  Financial  Posture 

The  combination  of  increased  equipment  utilization 
and  the  linking  of  corridors  into  a  network  sliould  serve 
to  reduce  costs  and  increase  patronage. 

Because  of  its  available  resources  and  past  experience 
with  corridor  services,  Amtrak  is  more  qualified  to  an¬ 
alyze  this  service  in  detail.  However,  a  rough  approxi¬ 
mation  of  the  anticipated  operating  losses  may  be  sug¬ 
gested  by  utilizing  the  financial  results  of  comparable 
existing  corridor  services  and  applying  them  to  the  pro-  - 
posed  services.  In  1974  the  operating  cost  of  modem 
Amtrak  turboliners  between  Chicago  and  St.  Louis 
was  approximately  $9.00  per  train  mile.  With  a  41  per¬ 
cent  load  factor,  this  service  developed  revenues  of 
about  $5.00  per  train  mile,  producing  a  loss  of  $4.00  per 
train  mile. 

Applying  this  deficit  to  the  15,000  daily  train  miles 
of  new  service  as  suggested  by  this  concept  would  re¬ 
sult  in  a  loss  for  the  Region  for  these  services  of  $60,000 
I)er  day  or  approximately  $22,000,000  annually.  With  an 
increase  in  the  load  factor  to  55  percent,  the  revenue 
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per  train  mile  would  increase  to  $6.60  and  the  deficit 
would  be  lowered  to  $2.40  per  train  mile  or  $13,000,000 
annually.  At  the  load  factor  of  nearly  65  percent  now 
being  achieved  on  Amtrak’s  Chicago-Detroit  service,  the 
revenues  increase  to  $7.80  per  train  mile.  This  produces 
a  deficit  per  train  mile  of  $1.20,  or  $6.5  million  on  an 
annual  basis. 

An  annual  deficit  of  between  $6  and  $22  million  can 
thus  be  anticipated.  The  low  end  of  the  range  is  less 
than  Amtrak’s  losses  on  .some  of  its  long-haul  services. 
For  example,  the  Chicsgo-Seattle  service  loses  $7  mil¬ 
lion  annually  and  San  Francisco-Chicago  service  loses 
$9  million  annually.  But  these  services  operate  only 
4,576  and  4,814  train  miles  per  day  respectively.  Simi¬ 
larly,  the  high  end  of  the  deficit  range  approximates 
that  of  present  New  York-Florida  service,  but  the 
train  miles  operated  are  only  60  percent  of  those  to  be 
operated  under  this  proposal. 

On  a  nationwide  basis,  Amtrak  operated  about  75,000 
train  miles  per  day  in  1973.  With  the  proposed  corridor 
services,  this  would  rise  to  about  90,000  train  miles  per 
day,  an  increase  of  20  percent.  At  the  same  time,  the  in¬ 
cremental  operating  deficit  of  $22-million  is  relatively 
small  when  compared  with  Amtrak’s  current  total  def¬ 
icit  which  is  expected  to  reach  $300-million  for  fiscal 
1975.  Stated  more  simply,  Amtrak  has  an  opportunity 
to  increase  its  services  substantially  (as  measured  by 
train  miles)  at  only  a  relatively  small  increase  in  the 
deficit,  and  in  doing  so  it  will  have  created  an  inte¬ 
grated  network  of  corridor  trains  offering  service  to 
major  population  areas  in  the  Region. 

Capital  costs  are  excluded  from  this  approximation 
of  deficits  which  might  be  incurred  by  the  proposed 
corridor  services.  Although  the  capital  costs  of  locomo¬ 
tives  and  cars  can  be  easily  calculated,  the  alternative 
mode  costs,  in  the  form  of  airports,  highways  and  other 
facilities,  concurrent^ with  a  lack  of  such  train  services 
cannot  be  easily  estimated.  Therefore,  inclusion  of  capi¬ 
tal  costs  would  not  add  to  a  meaningful  comparison  be¬ 
tween  the  option  of  investing  in  rail  or  nonrail  pas¬ 
senger  facilities. 

ImplementaHon 

It  must  be  emphasized  that  the  frequencies  and  the 
proposed  routes  in  Table  1  and  Figures  1,  2  and  3, 
are  shown  only  to  illustrate  the  concept  of  an  integrated 
corridor  network.  Responsibility  for  detailed  planning 
and  implementation  of  improved  services  will  lie  with 
Amtrak.  Therefore,  although  arrival  and  departure 
times  are  spaced  at  convenient  daylight  and  evening 
hours,  it  does  not  necessarily  follow  that  those  schedules 
would  be  published  upon  implementation  of  the  project. 
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These  must  be  determined  by  more  intensive  analysis 
of  travel  patterns  and  demand  factors. 

*  Point-to-point  elapsed  times  are  those  which  could 
leasonably  be  attained  given  improved  track  conditions. 
They  include  an  extra  margin  on  each  major  segment 
to  comi)ensate  for  unforeseen  delays  and  to  allow  time 
at  major  interchange  i>oints  for  connections.  In  estimat¬ 
ing  these  elapsed  times,  consideration  was  given  to 
the  relative  differences  in  profile  (grades  and  curves) 
in  each  corridor  and  the  extent  to  which  trains  would 
be  required  to  reduce  speed  through  urban  areas. 

A  further  indication  of  speeds  attainable  was  derived 
by  checking  elapsed  times  from  older  timetables  when 
si)eeds  were  generally  higher  than  those  prevalent 
today. 

It  is  certain,  however,  that  irrespective  of  the  arrival 
and  departure  times  ultimately  chosen,  the  point-to- 
l)oint  times  shown  here  would  be  literally  impossible 
to  attain,  if  the  service  were  to  be  initiated  today.  Even 
if  equipment  were  available,  the  present  deteriorated 
condition  of  track  on  these  segments  would  preclude 
running  times  such  as  those  suggested  here. 

Furthermore,  the  upgrading  of  all  of  these  segments 
will  require  at  least  3  to  7  years.  Equipment  needs 
will  have  to  be  determined,  designed  and  ordered  or 
existing  equipment  given  major  overhauls.  New  sta¬ 
tions  will  have  to  be  built  and  existing  ones  modernized. 
One  or  more  centralized  shojis  for  maintenance  will 
have  to  be  constructed.  Detailed  marketing  and  opera¬ 
tional  studies  must  be  performed. 

All  this  will  require  substantial  time  and  effort  and 
should  be  accomplished  simultaneously  with  the  track 
upgrading  program  so  that  when  the  track  program  is 
completed  the  service  can  be  implemented  without  the 
serious  drawbacks  presently  faced  by  Amtrak. 

Recommended  Corridor  Rail  Routings 

Corridor  Routing 

Buffalo-Cleveland _  PC. 

Cbicago-Cincinnatl  _  PC  Tla  Kankakee/ Indianapolis. 

Chlcago-Mllwaukee  _  Milwaukee  Road. 

Chlcago-St.  Louis _  ICO  via  Springfield. 

Cleveland-Cbicago  _  PC  via  Toledo/ South  Bend. 

CleTeland-Clndnnatl _  PC  via  Columbns/Dayton. 

Detroit-Bnffalo  ^ _  PC  rla  Canada. 

Detrolt-Chlcago  _  PC  via  Niles/Jackson. 

Detrolt-Clnclnnatl _  PC-Detrolt  to  Toledo, 

BAO-Toledo  to  Cincinnati  via  Dayton. 

Indlanapolls-St.  Louis _  PC. 

New  York-Boston _  PC  via  Provldeuce. 

New  Tork-Buffalo _  PC  via  Albany/ Syracuse. 

New  York-Washlngton _  PC  via  Philadelphla/Baltlmore. 

Phlladelphla-Plttsburgb _  PC  via  Harrisburg. 

Plttsburgh-Cleveland _  PALE,  EL  via  Youngstowit/Niles. 

Pittsburgb-lndianapolis _  PC  via  Columbus/Dayton. 

Washlngton-Norfolk/ Newport 

News _  RFAP  Washington  to  Richmond, 

CAO  Richmond  to  Newport  News. 
Wasblngton-Pittsburgb _  BAO. 

^  Also  connecting  service  via  Cleveland. 
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APPENDIX  H 

Federal  Subsidies  to  Non-Rail 
Transportation 


The  problems  of  the  railroad  industry  and  especi¬ 
ally  the  bankrupt  railroads  in  the  Region  stem  from 
a  host  of  factors  ranging  from  changes  in  the  indus¬ 
trial  mix  of  the  Nation’s  economy  to  internal  manage¬ 
ment  deficiencies.  Within  this  range  is  a  factor  of  pub¬ 
lic  policy:  uneven  government  assistance  to  various 
modes  of  transi^ortation. 

Government  assistance  to  each  mode  is  made  up  of  a 
complex  mix  of  tax  benefits,  capital  grants,  regulations 
and  operating  subsidies  provided  by  all  levels  of  gov¬ 
ernment.  This  appendix  concentrates  on  the  magni¬ 
tudes  of  federal  assistance  to  the  railroad  mode,  its 
competition  and  other  forms  of  transportation.  These 
aids,  called  subsidies  in  this  analysis,  consist  of : 

•  Direct  expenditures  for  right-of-way  facilities 
which  are  not  repaid  by  the  user 

•  Direct  oi)erating  subsidies  to  transjwrtation  car¬ 
riers 

•  Grants  for  equipment 

•  Interest-free  government  loans  and 

•  Tax  advantages  to  tho  maritime  industry,  not 
available  to  all  modes. 

This  appendix  describes  the  extent  of  these  subsidies 
during  fiscal  year  1972,  the  most  recent  year  for  which 
statistics  on  expenditures  generally  are  available.  Loan 
guarantee  programs  are  not  considered  subsidies  for 


purposes  of  this  study.  A  loan  guarantee  provision  is 
not  a  cost  to  the  government  unless  the  beneficiary 
defaults.  In  that  event,  the  loan  guarantee  may  involve 
some  cost  to  the  taxpayer. 

An  arbitrary  10  percent  estimate  has  been  used  as 
the  cost  of  capital  for  portions  of  this  appendix.  The 
government  makes  similar  investments  in  the  form  of 
cash  grants,  without  considering  the  interest  factor 
or  other  measures  of  opportunity  cost,  and  as  such  this 
estimate  may  understate  the  real  opportunity  cost  of 
public  capital. 

The  discussion  of  public  subsidy  contained  in  this 
appendix  may  not  constitute  a  complete  analysis  on  the 
subject.  While  based  on  a  compilation  of  available  data, 
that  data  may  not  be  entirely  complete  or  current.  It  is 
presented  here  to  provide  a  perspective  on  government 
assistance  to  transportation  modes  and  to  provide  a 
basis  for  further  analysis  and  discussion  by  all  inter¬ 
ested  parties. 

National  Transportation  Development 

Federal  transportation  grants  began  in  1823  with  the 
first  land  grant  to  Ohio  for  a  wagon  road  which  was  fol¬ 
lowed  with  land  grants  and  financial  support  for  im¬ 
provements  of  rivers  and  harbors. 

In  their  formative  years,  almost  all  modes  of  trans¬ 
portation  have  received  some  type  of  federal  aid.  To 
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Tablk  1. — Federal  and  private  expenditures  for  right-of-way  facilities  for  ground  and  domestic  water  freight  transportation,  197i  > 


IDoUvs  in  millions] 


1 

i 

1 

] 

1 

Operating 

Private  expenditures,  including  all  user 

1  charges  for  right-of-way  facilities 

Federal  expenditures  not  covered  by 
user  charges  (or  right-of-way  facilities 

Mode  1 

j 

reyenues  i 

1 

1  ) 
1 

j  Expenditures 

Property 
taxes  paid  to 
State  or  local 
government 

Percentage  1 
1  of  O.R.  spent  for 
right-of-way 
facilities 

Expenditures 

Percentage  of 
total  or  allocated 
cost  of  facilities 

Railroads,  Class  1 - - - , - - —\ 

$18,400 

1 

»$2,670 

$185 

21 

None 

Zero 

Rall-competitivo  motorcarriers . . 

27,590 

>  1,600 

None 

6.0 

«$325 

85 

Inland  waterway  operators - 

590 

None 

None 

Zero 

•291 

100 

Great  Lakes - - - 

205 

1 

None 

None 

Zero 

45 

100 

‘  Federal  expenditures  are  for  Fiscal  Year  July  1071  to  June  1972;  private  expendi¬ 
tures  are  for  calendar  year  1972. 

*  Excluding  yard  facilities,  Class  I  railroads  spent  $1,470  million  for  maintenance 
of  road  track,  grade  crossing  protection  and  payroll  taxes.  (USRA  Staff  analysis] 
Annual  carrying  charge  on  investment  in  R-O-W  was  estimated  roughly  as  $1,200 
million  by  the  Association  of  American  Railroads  lOocernmenf  EzpeiUituTet  for  Higk- 
leay,  Waterirat  and  .4tr  FaeUiliet  and  Priradt  E^pendUuret  for  Raiiroad  FaettHter 
(Washington.  May  1974)] 

date,  total  government  expenditures,  (federal,  state* 
and  local)  for  domestic  transportation  other  than  rail 
have  exceeded  $450  billion.'  Virtually  all  this  has  been 
spent  within  the  last  half  century.  Of  this  sum,  federal 
expenditures  for  rights-of-way  and  their  improvements 
alone  are  estimated  conservatively  at  more  than  $100 
billion. 

Initially,  railroads  received  fedeiul  aid  for  right-of- 
way  facilities,  primarily  in  the  form  of  land  grants.* 
The  railroads  repaid  the  federal  government  for  these 
lands  through  tariff  functions,®  averaging  50  percent 
for  passenger  and  freight  traffic  and  about  20  percent 
for  mail.  The  reduced  tariffs  on  civilian  traffic  were 
eliminated  in  1940  and  on  military  traffic  in  1945. 

Railroads 

Railroads  have  received  limited  support  from  the 
federal  government  in  the  last  fifty  years.  The  depres¬ 
sion-era  Reconstruction  Finance  Corporation  loaned  the 
railroads  about  $938  million.  Although  there  were  some 
defaults,  the  full  amount  was  repaid  with  some  interest. 
More  recently,  pursuant  to  a  loan  guarantee  program, 
the  Interstate  Commerce  (Commission  has  made  pay¬ 
ments  on  defaulted  loans.  In  1972  one  payment  totalled 
$29.3  million  for  a  Reading  Railroad  loan.* 

^AsTOclatSon  of  American  Rallroada,  Government  Expenditures  for 
Highway,  Waterv>ay,  and  Air  Faeilities  and  Private  Empenditurea  for 
Railroad  Facilities  (Washington,  D.C. :  Association  of  American  Rail¬ 
roads.  May,  1974),  Table  1. 

•Aviation  Advisory  Service,  Government  Support  of  the  U.8.  Rail¬ 
roads  With  Particular  Effect  Upon  the  Creation  and  Sustained  Via¬ 
bility  of  a  Key  Transportation  Industry.  Prepared  for  Pan  American 
World  Airways,  Inc.  (New  York,  June  6,  1974),  pp.  8-10  and  Table  II. 
Federal  and  State  land  grants  were  estimated  at  $429  million.  Addi¬ 
tional  Federal  and  State  lights-of-way  grants  were  valued  at  $87  million 
when  granted  to  the  railroads.  Some  sources  may  value  the  land  grants 
higher,  while  others  say  the  land  was  of  no  value  until  the  railroad 
was  built. 

*  Aviation  Advisory  Service,  Inc.,  op.  cit.,  pp.  8-10  and  James  C. 
Nelson,  Railroad  Transportation  and  Public  Policy  (Washington.  D.C. : 
Brookings  Institution,  1959),  p.  69,  footnote  2. 

‘  Library  of  Congress  Congressional  Research  Service,  Emergency 


*  Includes  state  and  local  user  charges  as  well  as  federal  taxes,  which  were  approxi¬ 
mately  $600  million.  _ 

*  Expenditures  shown  are  cash  expenditures  and  do  not  include  any  imputed  cost 

of  capital  for  the  project.  On  the  other  hand,  as  stated  in  footnote  2,  above,  annual 
carrying  charges  are  important  in  rail  rights-of-way  cost  and  are  estimated  to  run  about 
$1.2  billion  annually.  ^ 

Sources:  USRA  stall  analysis.  Technical  background  information  available. 

Railroads  not  only  own  and  maintain  their  private 
rights-of-way,  but  pay  taxes  on  most  of  these  facilities 
as  well.  Railroads  paid  $400  million  in  various  local 
property  taxes  in  1972.  Of  this  amount,  the  Association 
of  American  Railroads  estimates  that  $185  million  was 
property  taxes  levied  on  the  rights-of-way,  exclusive  of 
yards  and  other  local  taxes.®  Rail’s  competitors,  other 
than  piiielines,  use  publicly  owned  and  maintained 
right-of-way  facilities,  paying  only  a  portion,  if  any,  of 
the  costs  and  no  taxes. 

Exi>enditures  for  right-of-way  facilities  for  other 
forms  of  transjwrtation  account  for  over  75  percent  of 
all  transiHjrtation  subsidies.  Generally  speaking,  no 
charges  for  cost  of  capital  were  included  as  an  element 
of  cost.  Table  1  compares  the  private  expenditures  of 


Tablk  2. —  Ton-mile  market  shares  intercity  freight  carriers,'  1!)7S 


Mode  1 

1 

Net  ton-miles 
(billions) 

I 

Percent  of 
total 

Percent  of 
rail 

Class  I  rail _ 

1 

1  785 

87 

100 

470 

22.6 

60 

230 

11.1 

29 

Great  Lakes-St.  Lawrence _ 

109 

5.2 

14 

Total . 

1,600 

100 

>  Excludes  Oil  Pipelines  and  Air  Cargo. 

Source:  Yearbook  of  RaUroad  Facie.  1974  edition  (Washington,  D.C.,  Association  of 
American  Railroads,  1974). 


Federal  Assistance  to  Private  Enterprise:  A  Selective  Examination 
of  the  Federal  Government,  p  9.  Aviation  Advisory  Service,  Inc.,  op. 
cit.,  p.  21  and  Table  V.  The  Transportation  Act  of  1958  authorised 
ICX}  to  grant  up  to  $500  million  In  loan  guarantees  to  the  railroads  for 
capital  expenditures  or  malntei\ance  of  property.  Loans  totalling 
$242.5  million  were  guaranteed  and  disbursed  to  14  railroads.  ICC 
paid  $115. .3  million  In  principal  and  $4.3  million  Is  interest  through 
KY  1973  for  defaults  by  eight  railroads,  but  recovered  $5.1  million 
by  the  end  of  1973.  At  that  time  there  were  $40  million  of  loans 
outstanding.  The  Regional  Rail  Reorganisation  Act  of  1973  provides 
additional  loan  guarantees  and  grants  for  Northeast  bankrupt  cirrlers. 

These  loan  guarantees  are  similar  to  the  mortgage  guarantees 
(Insurance)  available  to  the  maritime  Industry.  At  present  there  are 
$368.3  million  of  mortgages  guaranteed  for  43  .U.8.  flag  tankers.  Addi¬ 
tional  agreements  provide  $385  million  In  mortgage  guarantees  for 
ships  under  construction. 

‘  Association  of  American  Railroads,  op.'  cit.,  Table  II.  Of  the  $400 
million,  about  $60  million  assessed  on  bankrupt  carriers  were  un¬ 
paid  and  constituted  claims  against  the  bankrupt  estates. 
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Table  3. — Total  federal  subsidies  to  transportation  {excluding  expenditures  from  user  charges)  fiscal  year  t97t 


(DoUan  in  millions] 


Mode 

Right-of-way 
f^tles 
construction, 
operations  and 
maintenance 

Equipment 
grants  (BCDS)  > 
mass  transit 

Operating 

subsidies 

Interest 
free  loans 

Loans 

guarantees 

defaults 

1 

Special  tax 
advantages 

Total 

$$25 

■umiii 

$825 

291 

||||||■■||■■■| 

■■■■■■■■■ 

291 

45.1 

$15 

■■■■■■■■II 

$6 

■■■■■■11^ 

66.1 

463.4 

$182 

$10 

655.4 

488 

67.8 

■■■■■■■■H 

556.8 

0 

*80 

$29.8 

*46 

154.8 

(Amtrak) 

(Reading  RR) 

250 

250 

500 

Total . 

<1,862.5 

265 

829. 8 

29.8 

55 

2,547.1 

I  Ship  construction  diilerenti^  subsidy. 

*  Costs  of  a  &-year  amortisaUon  of  rolling  stock  which  expired  January  1,  1975. 
Taxpayer  had  to  choose  between  iising  this  5-year  depreciation  or  the  investment 
tax  credit.  With  the  reinstatement  of  the  investment  tax  credit,  the  5*year  amortisa¬ 
tion  fell  into  disuse. 

*  This  amouTit  approximates  the  amount  of  avoidable  costs  of  public  passenger 

railroads  in  1972  to  federal  expenditures  in  the  same 
year  for  right-of-way  improvements  which  subsidized 
rail’s  competitors.  Table  2  shows  the  market  share  of  the 
same  surface  transportation  modes  for  that  year. 

Other  subsidies  range  from  operating  subsidies  to 
complex  tax  “deferral”  incentives  for  the  maritime  in¬ 
dustry-.  Table  3  shows  all  forms  of  federal  subsidies  to 
transportation  in  1972,  including  aids  for  non-c<Mnpeti- 
tive  modes. 

Motor  Carriers 

Motor  carriers  benefit  by  sharing  the  public  high¬ 
ways  instead  of  owning  and  maintaining  private  right- 
of-way  facilities.  In  1940,  when  there  were  3.2  million 
miles  of  roads,  only  1.7  million  miles  were  hardsurfaced. 
From  1940  to  1972,  hardsurfaoed  road  mileage,  much  of 
it  of  vastly  improved  design,  increased  more  than  2  mil¬ 
lion  miles.  Ehiring  that  period,  motor  carriers’  share  of 
the  nation’s  ton-miles  increased  from  10  to  23  percent 
while  rail’s  dropped  from  61  to  38  percent.®  In  1972, 
Class  I  and  Class  II  regulated  motor  carriers  spent  only 
5.9  percent  of  their  revenues  for  “user  charges”  in  fed¬ 
eral  and  state  taxes  while  Class  I  railroads  spent  almost 
21  percent  of  their  revenues  on  maintenance  of  right-of- 
way  facilities.^ 

The  major  improvement  has  been  the  Interstate 
Highway  System,  of  which  37,500  miles  were  open  by 
the  end  of  1972  *  and  about  5,000  miles  are  now  in  vari¬ 
ous  stages  of  completion.  Rail-competitive  trucks  ac¬ 
cumulate  almost  50  percent  of  their  mileage  on  Inter¬ 
states,  and  the  federal  government  w-ill  pay  for  90 
percent  of  the  estimated  $76  billion  final  cost  of  the 
System. 

*  American  Trucking  Association,  American  Tracking  Trends  i$7$ 
(Washington  :  1974)  p.  9. 

^  IkU.,  p.  24  and  U8RA  staff  analysis. 

*  The  value  to  motor  carriers '  of  modem  highways  such  as  the 


service  not  covered  hy  revenues  from  passenger  fares.  Prior  to  the  formation  of  th  e 
National  Railroad  Passenger  Corporation,  the  Nation’s  railroads  were  absorbing 
the  financial  loss  of  providing  this  public  service. 

« In  contrast,  the  rail  industry  spent  $1.47  billion  on  maintenance  of  way  in  1972 
plus  paid  $1.2  billion  lor  interest  on  debt  on  such  facilities,  a  total  cost  of  $2.67  billion. 
See  Table  1. 

The  Federal  Highway  Trust  Fund  was  created  in 
1956  to  cover  the  federal  share  of  construction  costs  for 
all  highways  on  the  Federal- Aid  Systems.®  Motor  car¬ 
riers  have  contributed  substantial  amounts  to  the 
fund,’®  but  there  has  been  considerable  debate  over  the 
adequacy  of  truck  payments  to  the  fund  in  light  of  the 
liigh  standards  of  construction  requii-ed  to  accommodate 
heavy  t  nicks. 


Interstate  System  is  illustrated  by  their  yearly  growth  rate  In  ton- 
miles  : 


Year 

Billions  of  inter¬ 
city  ton-miles  by 
motor  carriers 

Percent  of  total 

1940 . 

62.0 

10.0 

1945 . 

66.9 

6.5 

1950 . 

172.9 

16.8 

1955 . 

228.3 

17.5 

1960 . 

285.5 

21.7 

1967 . 

388.5 

22.0 

1972 . 

470.0 

1 

22.0 

1 

In  1940,  just  before  the  beginning  of  World  War  II,  motor  carriers 
bandied  10  percent  of  the  domestic  ton-miles.  By  1950.  the  motor 
carriers  bad  increased  their  market  share  to  16.3  percent,  reflecting 
social  and  economic  changes  in  the  nation  after  the  war.  During  the  next 
five  years  the  growth  rate  was  slow.  The  mid  and  late  Fifties  saw  the 
initiation  of  limited  access  super  highways  on  a  massive  scale.  While 
the  Interstate  System  was  not  well  under  way  until  1960,  high¬ 
ways  of  similar  quality,  such  as  the  Eastern  turnpikes,  were  opening 
by  1966. 

By  1967  motor  carriers  competing  with  rail  claimed  over  22  percent 
of  the  domestic  ton-mile  market.  In  the  next  live  years  truckers  gained 
less  than  1  percent  of  the  growing  ton-mile  market.  During  the  same 
30  years  the  railroads’  market  share  of  ton-miles  has  declined  from  67 
percent  to  38  percent. 

*  Since  FT  1970,  the  Department  of  Transportation  has  been  spending 
between  $4  and  $6  billion  annually  on  highways. 

w  Motor  carriers  pay  the  following  federal  “user  charges’’ :  4  cents 
per  gallon  on  all  motor  fuel ;  10  percent  of  the  manufacturer’s  wholesale 
price  on  the  purchase  of  new  trucks  or  trailers;  19  cents  per  pound 
on  tires  and  inner  tubes ;  5  cents  per  pound  on  tread  rubber ;  8  percent 
of  the  price  of  parts  and  accessories ;  6  cents  per  gallon  for  lubricating 
oil,  and  $3.00  per  thousand  pounds  for  vehicles  welding  over  26,000 
pounds.  In  total,  these  taxes  levied  on  aU  trucks  yield  abont  40 
percent  of  the  Trust  Fund  receipts.  Large  rail-competitive  trucks 
underpay,  however,  especially  in  comparison  to  smaller  trucks. 
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In  1969  the  Federal  Highway  Administration 
(FHWA)  performed  a  cost  allocation  study  to  answer 
this  question.  FHWA  chose  the  “incremental  cost” 
method  to  analyze  the  cost  responsibility  of  various 
classes  of  vehicles.  To  determine  incremental  cost,  the 
FHWA  study  divided  the  many  elements  of  highway 
design  into  increments  and  assigned  the  costs  of  those 
increments  to  the  vehicles  which  required  them. 

For  example,  the  higher  the  axle  weight  the  pavement 
must  withstand,  the  higher  the  number  of  increments  of 
pavement  structure  necessary  and  thus  the  higher  the 
construction  cost.  The  common  automobile  needs  only 
one  increment  while  the  loaded  axle  trucks  weighing 
72,000  pounds  will  need  the  full  six  increments. 

Other  examples  of  highway  design  increments  af¬ 
fecting  cost  are  bridges,  lane  widths,  radius  of  curves 
and  maximum  allowable  grade.  The  cost  of  each  incre¬ 
ment  was  prorated  to  the  classes  of  vehicle  requiring  it 
according  to  the  percentage  of  use  each  class  represents. 

The  study  results  showed  that  the  cost  of  highway 
travel  for  the  heavier  weight  long  haul  trucks  ranged 
from  2.535  cents  to  3.399  cents  i^er  mile.  The  same  ve¬ 
hicles  paid  “user  charges”  from  1.638  cents  to  1.781 
cents  per  mile.  When  the  difference  between  cost  and 
charges  was  multiplied  by  the  anticipated  mileage,  the 
total  amounted  to  a  federal  construction  subsidy  of  more 
than  $250  million  per  year  to  the  motor  carriers, “  or 
42.2  percent  of  the  federal  costs  allocatexi  to  rail-com¬ 
petitive  motor  carriers. 

Table  4  illustrates  the  subsidy  level  for  the  two  most 
i*ail-com[>etitive  types  of  motor  carrier — the  diesel  5- 
axle  tractor-semitrailer  and  the  5-axle  semi-trailer  and 
full  trailer.  Since  there  are  other  classes  of  trucks  which 
are  rail  competitive,  this  table  illustrates  only  how  the 
subsidy  was  computed. 

By  1972  the  American  Trucking  Association  estimated 
that  the  number  of  rail-competitive  trucks  (disesel  trac- 


Tablk  4. — Eslimated  federai  subsidy  levels  to  certain  motor  vehicle 
classes,  1969 


Diesel  S  axle  tractor 
and  semitrailer 

1  Diesel  5  (or  more)  axle 

1  tractm^mitrailer 
and  full  trailer 

Allocated  cost  responsibility  per  mile.. 

2.621  cents _ 

1 

3.M9  cenU. 

“User  charges"  paid  per  mile  to  trust 

1.689  cents _ 

1.781  cents. 

fund. 

1.618  cents. 

Estimated  total  mileage  per  class 

11,216 . 

6.060. 

(millions). 

Subsidy  per  class  (thousands) _ 

$104.757 . 

$08,874. 

Soorce:  Department  of  Transportation,  Federal  Highway  Administration,  ABoea- 
tion  of  Highwat  Coot  RetpontibUHt  and  Toz  ^rmtnu,  op.  eU.  Table  21,  p.  60  and 
Table  6a,  p.  25. 


“  Department  of  Transportation,  Federal  Highway  Administration, 
Allocation  of  Highway  Cost  Responsibility  and  Taa  Payments,  1999  by 
John  C-  Oehmann  and  Stanley  F.  Blelak.  May,  1970.  Based  primarily 
of  Table  6a,  p.  25  and  Table  23,  p.  69.  Adjustments  were  made  to 
correct  mileage  errors  for  diesel  4-axie  tractor-semitrailers.  (While 
the  methods  used  In  this  study  have  been  the  subject  of  considerable 
controversy.  It  Is  the  latest  systematic  and  complete  reference  on 
the  subject.! 


tor-trailer  combination  of  4  or  more  axles)  had  in¬ 
creased  to  500,000.  At  the  same  time,  average  annual 
mileage  per  vehicle  had  increased  to  almost  70,000  miles 
I>er  year.”  Under  the  same  method  used  in  1969,  the 
subsidy  now  totalled  $365  million. 

This  -figure  may  be  higher  than  the  actual  subsidy, 
since  more  trucks  w’ere  sharing  the  fourth  through  sixth 
increments,  thus  reducing  the  implicit  subsidy  per  truck 
mile.  Other  factors,  however,  tend  to  work  in  the  op¬ 
posite  direction,  increasing  the  cost  responsibility  of 
rail-competitive  trucks  over  the  1969  costs.  For  example, 
as  truck  mileage  and  percentage  of  vehicle  traffic  in¬ 
creased,  so  did  the  incremental  cost  of  constructing  and 
maintaining  the  sixth  increment.  Finally,  inflation 
would  increase  the  total  costs.  Thus,  while  motor  car¬ 
riers  may  be  covering  a  greater  portion  of.  costs  than 
in  1969,  this  rail-competitive  transportation  mode  re¬ 
ceived  in  1972  a  subsidy  estimated  conservatively  at 
$325  million. 

The  1969  allocation  study  made  no  estimate  for  the 
cost  of  capital.  Since  the  federal-aid  highway  system 
is  financed  from  payments  already  made  to  the  Federal 
Highway  Trust  Fund,  the  federal  government  incurs 
no  interest. 

An  estimate  can  be  made  of  the  “opportunity  cost” 
of  the  funds  invested  in  highways  for  the  benefit  of 
rail-competitive  motor  carriers. 

The  amount  of  federal  ex{>enditures  for  highways 
allocated  to  the  rail-competitive  truckers  in  1972  was 
approximately  $925  million.”  If  this  sum  were  invested 
elsewhere  at  10  percent  interest,  it  could  yield  a  return 
of  $92.5  million  per  year.  If  the  $325  million  of  costs 
not  covered  by  motor  carriers  were  available  for  alterna¬ 
tive  investment,  it  could  earn  $32.5  million  per  year. 

Since  this  would  be  an  annually  recurring  amount 
such  interest  earnings  would  amount  to  $325  million 
over  10  years,  before  allowing  for  compounding.  This 
latter  carrying  charge  could  be  regarded  as  an  in¬ 
direct  subsidy  to  the  motor  carriers.  State  and  local 
governments  did  pay  a  total  of  $950  million  dollars  for 
interest  on  debt  related  to  federal,  state  and  local 
roads  in  1972.” 

This  aid  to  the  motor  carriers  is  actually  a  cross-sub¬ 
sidy  from  within  the  Federal  Highway  Trust  Fund, 
rather  than  a  direct  grant.  Taxes  designated  for  the 
fund  are  considered  “user  charges”.  Whenever  one  pur¬ 
chases  fuel,  tires  or  other  items  taxed  for  the  fund,  a 
fee  is  paid.  Thus  the  collection  of  the  user  charge  is  not 
directly  related  to  use  nor  to  the  cost  of  specific  seg¬ 
ments  of  federally-aided  highways. 

“The  average  waa  66,118  for  all  types  of  trucks.  The  rall-competf- 
tlve  truck  speclallaes  In  long  haul  and  averages  substantially  more 
miles  per  year. 

“  Based  on  statistics  provided  In  American  Trucking  Association, 
American  Trucking  Trends,  (Washington;  1974)  and  Department 
of  Transportation,  Federal  Highway  Administration  ;  op.  cit. 

“Department  of  Transportation,  Federal  Highway  Administration, 
Highway  Selected  8tatistic.s,  1973  (Washington,  1974),  Table  557.3—11, 

p  11. 
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Users  of  other  vehicle  classes  pay  more  than  their 
share  to  offset  the  large  truckers’  deficit.  Residents  using 
primarily  state  or  local  roads  (that  are  not  classified 
on  the  Federal-aid  Highway  System)  contribute  to  the 
Federal  Highway  Trust  Fund  even  though  such  funds 
may  not  be  returned  to  those  local  facilities  but  spent 
on  Federal-aid  highways,  predominantly  the  costly  In¬ 
terstate  system. 

The  federal  subsidy  i*epresents  only  the  federal^are 
of  capital  (construction)  costs.  In  1972,  federal,  state 
and  local  governments  spent  $23  billion  for  highways. 
Of  this  amount,  state  governments  accounted  for  $15.5 
billion.  Maintenance  and  traffic  services  cost  state  gov¬ 
ernments  $2.3  billion  and  all  levels  of  government  a  total 
of  $5.4  billion.’* 

Data  is  sketchy  concerning  what  portion  of  state  and 
local  expenditures,  especially  those  for  maintenance, 
should  be  attributed  to  heavy  trucks.  One-quarter  of 
the  maintenance  costs  is  caused  by  factors  other  than 
traffic  volume,  primarily  weathering.  Charles  River  As¬ 
sociates  estimated  that  maintenance  expenditures  would 
decrease  by  19  percent  if  there  were  a  25  percent  reduc¬ 
tion  in  intercity  truck  traffic.’®  Li  a  study  done  for  the 
Association  of  American  Railroads,  Battelle  Columbus 
Laboratories  allocated  17.8  percent  of  maintenance  costs 
to  trucks.” 

Once  a  share  of  costs  has  been  allocated  to  the  rail- 
competitive  trucks,  there  remains  the  question  of 
whether  the  “user  charges”  levied  on  these  trucks  recov¬ 
ers  all  federal,  state  and  local  expenditures.  The  1969 
study  offers  some  insight  in  answering  this  questimi. 

This  study  allocates  to  the  typical  diesel  five-axle 
tractor-semitrailer  [an  average]  yearly  cost-responsi¬ 
bility  of  $3,821.81  to  cover  its  share  of  federal,  state, 
and  local  government  expenditures.’*  Since  the  same 
class  of  vehicle  was  allocated  $2,011  ’*  as  its  share  of 
Federal  costs,  its  share  of  state  and  local  expenditui«s 
was  $1,810  in  1969.  The  same  vehicle  paid  State  and 

**  Department  of  Transportation,  Federal  Highway  Adminiatration, 
Highway  Selected  Statistics  197S.  “Total  receipts,  and  Disbursements 
for  Highways,  AU  Units  of  Qorernment,”  p.  11. 

Charles  Hirer  Associates  Incorporated,  Competition  between  Rail 
and  Truck  in  Intercity  Freight  Transportation,  prepared  for  the  U.S. 
Department  of  TransportaUon,  December,  1060,  p.  70. 

”  Battelle  Columbus  Laboratories,  A  Study  of  the  Environmental 
Impact  of  Projected  Increaeee  in  Intercity  Freight  Traffic,  prepared 
for  the  Association  of  American  Railroads,  as  cited  in  American  Truck¬ 
ing  Association,  An  Anolyeie  of  "A  Study  of  the  Environmental  Im¬ 
pact  of  Profeeted  Increaeee  in  Intercity  Freight  Traffic,  January,  1078. 
p.  14.  The  ATA  objects  to  this  estimate,  itartlally  on  grounds  that 
tlie  estimate  is  based  on  use  of  the  Interstate  System  only,  for  which 
trucks  bear  a  higher  share  of  responsibility  for  costs.  However,  while 
trucks  do  use  the  Interstate  System  substantially  more  than  other 
types  of  highways,  the  Interstate  System  was  designed  to  withstand 
the  extra  weight  of  trucks.  Although  the  construction  costs  were  more 
due  to  trucks’  increased  else  and  weight,  the  portion  of  maintenance 
costs  attributed  to  trucks  may  be  less  than  the  portion  of  maintenance 
costs  on  other  roads  which  were  not  designed  to  meet  heavy  truck 
weights. 

^Department  of  Transportation,  FHWA,  Allocation  of  Highway 
Coet  Reeponeibility  and  Taa  Paymente  I9S9,  Table  19,  p.  59. 

»•  Ibid.,  Table  23,  p.  09. 


local  taxes  ranging  from  a  low  of  $1,038  to  a  high  of 
$3,670  in  1968.*® 

The  state  and  local  taxes  in  the  median  state  that 
year  were  $1,485,  or  $325  less  than  the  fully  allocated 
share  of  state  and  local  costs.  Although  motor  carriers 
were  paying  more  than  their  share  of  allocated  costs  in 
a  few  states,  many  states  were  subsidizing  rail-competi¬ 
tive  motor  carriers. 

Northeastern  states  appear  to  be  in  the  middle  range 
of  user  charges.  Table  5  shows  the  typical  registration 
fees  and  fuel  taxes  paid  by  the  large  trucks  in  the  17 
states  of  the  Northeast  region  and  their  rank  among 
states,  based  on  the  registration  fee,  one  of  the  more 
variable  portions  of  state  user  charges. 


Table  5. — Principal  State  Highway  U»cr  Charges  ll-State 
Region,  J97t 


state 

8«xle  vehicle 
registration  fee 

1 

Fee  rank  in  U.S. 

1 

1 

Delaware . 

8862/888 

10 

>saoe 

Massachusetts . 

800 

13 

.075 

District  of  Columbia . 

80S 

IS 

*.08 

Rhode  Island . 

410 

14 

.08 

New  Hampshire . 

482 

15 

.00 

Maryland . . 

456 

16 

*.00 

Indiana . 

486 

X 

.08 

New  York...-. . 

519 

24 

.10 

New  Jersey . 

544 

25 

*.oe 

Connecticut . 

565 

26 

.10 

Pennsylvania.. . 

560 

27 

.06 

Michigan . 

500 

28 

.07 

West  Virginia . 

500 

29 

.065 

Ohio . 

605 

80 

.07 

Maine . 

606 

81 

.00 

Virginia . 

663 

88 

*.11 

lUinoU . 

1,402/1,606 

50 

.075 

Vennont . 

1,660 

51 

*.00 

<  Increaaed  in  1078  to  $.09. 

*  Tax  InonoM  in  1073. 

>  No  fuel-tax  on  dieMl  fueL  Retaliatory-Highway  Um  Permit  of  820  fee  piua  810 
for  each  entry  into  state.  Levied  only  on  vehicles  from  states  which  levy  a  highway 
tax  on  use  fee  on  Vermont  vehicles. 

Source:  U.S.  Department  of  Transportation,  Federal  Highway  Administration, 
Hiekway  SteiieOee  1979,  (Washington;  U.S.  Government  Printing  Office).  Table 
MF-1,  p.  10;  Table  MF-lOt,  pp.  18-10;  and  Table  MV-IOS,  pp.  48-61. 

Inland  Waterways 

Of  the  various  types  of  water  transportation,  the 
mode  most  competitive  to  rail  is  the  shallow  draft 
vessel  on  the  Inland  Waterway  System,  typically  an 
unmanned,  non  self-propelled  barge.*’  As  many  as  40 

"Ibid,  Table  26,  p.  77  and  pp.  75-79.  The  state  user  payments  do 
not  Include  property  taxes,  which  are  placed  in  general  funds  rathw 
than  highway  funds.  Since  railroads  also  pay  similar  property  taxes 
on  both  right-of-way  and  rolling  stock,  it  is  hardly  logical  to  con¬ 
sider  a  property  tax  a  “user  charge”  for  motor  carriers.  Most  states 
charge  relatively  low  user  charges  but  higher  property  taxes,  thus 
at  times  subsidising  highway  costs  from  taxes  paid  by  non-users,  in¬ 
cluding  railroads.  In  a  few  cases,  states  may  be  using  high  user 
charges  to  help  supplement  general  revenue  or  offset  low  propCTty 
taxes.  There  are  restrictions,  however,  as  to  how  these  “user  taxes”  may 
be  spent.' 

"  A  large  barge  can  load  as  much  as  forty  times  the  tonnage  of 
an  average  boxcar. 
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barges  are  moved  in  a  tow  propelled  by  one  or  more 
towboats.  The  almost  1800  barge  towing  operators,  in¬ 
cluding  private  companies,  have  increased  their  market 
share  of  intercity  freight  from  2.8  percent  in  1942  to 
11  percent  in  197k 

Inland  Waterway  operators  specialize  in  moving  bulk 
cargoes  which  are  heavy,  have  a  low  value  per  unit 
of  weight  and  can  be  loaded  and  unloaded  mechani¬ 
cally.**  Barge  freight  is  most  competitive  to  the  railroad 
markets  in  steel  products,  grain,  petroleum,  chemicals 
and  coal.  The  Inland  Waterway  operators  move  20  per¬ 
cent  of  the  naticm’s  annual  coal  output.*®  More  than 
50  percent  of  the  barge  coal  traffic  is  centered  in  the 
Pittsburgh  area  where  the  northeast  bankrupt  rail  car¬ 
riers  have  rights-of-ways. 

The  system  consists  of  more  than  25,000  miles  of  wa¬ 
terways  navigable  by  shallow  draft  vessels.  The  38 
states  served  by  this  system  contain  95  percent  of  the 
country's  population.  Although  most  of  the  waterways 
have  been  improved  substantially  for  navigation,  or 
even  artificially  created,  there  are  no  lock  fees,  canal  fees 
or  other  “user  charges”  of  any  type  for  use  of  these 
waters.** 

The  Army  Corps  of  Engineers  (COE)  is  responsible 
for  the  construction,  operation  and  maintenance  of  the 
facilities.*®  It  now  is  reconstructing  and  enlarging  many 
of  the  older  locks  to  accommodate  longer  tows  per  lock¬ 
age,  thus  increasing  the  efficiency  of  barge  operators** 
and  lowering  their  costs. 

After  ctmstruction,  COE  maintains  the  channels 
through  almost  continuous  dredging,  some  of  which  is 
necessitated  by  the  movement  of  the  vessels  themselves. 
Personnel  are  available  24  hours  a  day  to  operate  the 
locks  and  dams. 

In  addition,  the  U.S.  Coast  Guard  is  responsible  for 
aids  to  navigation  (channel  markers,  lighthouses,  fog¬ 
horns),  search  and  rescue  operations,  commercial  ves¬ 
sel  inspection  for  safety,  policing  of  the  harbors  and 
protection  of  the  maritime  environment  (cleaning  up 
oil  spills).  Again,  this  is  all  without  charge  to  the 
user. 


^Examples  include  coal,  sand,  crushed  stone,  grain,  limestone  and 
lumber.  Specialised  tank  barges  can  carry  presaurlsed  or  refrigerated 
chemicals.  Barges  also  transport  petroleum  products,  machinery  and 
both  the  raw  material  and  finished  products  of  the  steel  and  aluminum 
industry. 

”  Big  Load  Affoat — V.8.  Inland  Water  Reeourcee  (Washington : 
.Vmerican  Waterway  Operators,  Inc.,  1965),  p.  27. 

**  The  only  tolls  charged  by  the  United  States  for  use  of  any  water¬ 
way  are  lock  fees  on  the  St.  Lawrence  Seaway  and  the  Panama  Canal. 

*  Virtually  all  of  the  routes  have  required  initial  dredging  to 
achieve  adequate  and  uniform  depths  along  channel  bottoms.  Standard 
depth  is  nine  feet.  AdditlonaUy,  dams  are  necessary  in  many  in¬ 
stances  to  assure  a  relatively  constant  year-round  depth.  Locks  are 
frequently  needed  to  compensate  for  differences  in  water  lerels.  Finally, 
many  man-made  canals  connect  improved  natural  waterways. 

“One  trip  per  tow  boat  through  a  lock  takes  abont  30  minutes, 
while  a  tow  broken  into  two  segments  takes  abont  an  honr  and  a  half. 
Operating  costs  of  a  tow  boat  are  close  to  flOO  per  hoar.  (ThM.  p.  41.] 
More  recent  information  indicates  that  operating  a  tow-boat  may 
range  as  high  as  $200  per  hour.  (Department  of  Transportation, 
Veer  Chargee  on  the  Inland  Watericag  Byetem.  (Washington,  January, 
1971).  unpublished,  p.  III-ll.] 


From  the  first  federal  investment  in  the  early  19th 
century  to  the  present,  it  is  estimated  that  almost 
$4  billion  have  been  spent  on  new  construction  projects 
on  inland  or  intra-coastal  waterways.** 

Inland  w’aterway  navigational  costs  are  often  hid¬ 
den  in  other  COE  projects.  For  a  task  force  study  of 
potential  user  charges  done  in  1969,  COE  estimated 
that  as  much  as  13.7  percent  of  the  construction  cost  of 
multi-purpose  projects  could  properly  be  allocable  to 
navigation  improvement,  while  25  percent  of  the  opera¬ 
tions  and  maintenance  for  fl(X)d  control  projects  were 
related  to  navigation. 

Technical  staff  in  the  Department  of  Transportation 
and  COE  provided  the  estimates  shown  in  Table  6  of 
the  total  federal  expenditures  for  Inland  Waterways 
in  1972.  The  cost  of  capital  is  not  included  in  these 
figures. 

The  value  of  this  federal  subsidy  is  large.  The  major 
advantage  of  barge  over  rail  is  its  low  cost.  Some  author¬ 
ities  have  maintained  that,  if  the  towing  industry  paid 
the  full  cost  of  the  waterways,  the  water  mode  would 
no  longer  be  the  low  cost  carrier.  Recent  unpublished 
government  studies  on  the  question  of  user  charges  pro- 

Table  6. — Federal  funding  of  barge  operators  in  fiscal  year  1912 
[Dollars  in  millions] 


Army  Corps  of  Engineers  (COE)  : 

Waterway  navigation 

New  constmetion  * _  .  173 

Operations  and  maintenance  * _  80 

TT.S.  Coast  Guard  (USOG) : 

USOG  aids  to  navigation  program _  14 

USOG  search  and  rescue  program  * _  17 

USC5G  commercial  vessel  safety  program -  3 

USOG  marine  environmental  protection  program -  6 

Tennessee  Valley  Authority : 

Inland  waterway  navigation  operations  and  mainte¬ 
nance  _  3 


Total  _  296 


*  This  figure  may  not  Include  alt  allocable  costa  of  multi-purpose  and 
flood  control  projects. 

*  This  number  has  been  adjusted  to  Include  allocable  portions  of  other 
projects. 

*  Search  and  Rescue  Is  largest  segment  of  USCG  budget.  Not  known 
what  portion  Is  related  to  recreational  cost  but  recreational  vessels  do 
alter  the  sum. 

Source :  CSRA  staff  Interviews  with  technical  personnel  In  Depart¬ 
ment  of  Transportation  and  Army  Corps  of  Engineers. 


*’  This  estimate  was  given  to  DOT  by  the  Army  Corps  of  Engineers 
In  1970  COE  estimated  that  as  of  June  1969  It  had  spent  |3  billion 
of  new  construction  on  waterways.  This  estimate  Included  the  allocable 
costs  from  flood  control  and  multi-purpose  projects.  Using  an  assumed 
economic  life  of  50  years  for  the  projects  covered  by  the  $.3  billion 
{Veer  Chargee  on  the  Inland  Watervoaye,  op.  cit.,  1-12,  13  and  Table 
1-5.]  and  an  average  Interest  rate  of  4%  percent.  CX)E  estimated  “the 
total  Interest  and  amortisation  requirements  at  $160  million  annually”. 
This  Includes  only  COE  construction  expenditures. 

A  report  prepared  for  the  Senate  Commerce  Committee  (No.  91-766) 
estimated  that  $3.9  billion  has  been  spent  on  coastal  and  Inland  water¬ 
ways  from  1947  to  1970.  More  than  navigational-related  expenses  were 
Included.  {Ibid.,  p.  1-12,  footnote.) 

AAR  has  estimated  that  a  total  of  $6.7  billion  has  been  spent  on 
Inland  Waterways,  Including  operations  and  maintenance.  [Associa¬ 
tion  of  American  Railroads,  op.  cit..  Table  7.) 
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jected  that  recovering  only  maintenance  and  operations 
cost  would  divert  approximately  15  percent  of  the  traf¬ 
fic  from  Inland  Waterways. 

Part  of  this  tonnage  would  move  by  rail  or  pipelines 
while  some  of  it  would  cease  moving.  Recovering  these 
expenditures  from  the  remaining  85  percent  of  the 
traffic  would  require  an  average  of  .6  of  a  mill  per  ton- 
mile  user  charge,  an  increase  of  19  percent.**  In  most 
instances  the  entire  user  charge  would  be  passed  on  to 
the  shipper,  though  in  some  cases  the  barge  operator 
would  absorb  part  of  the  cost. 

The  actual  range  of  federal  cost  per  major  segment 
of  the  Inland  Waterway  system  was  from  a  low  of  .1 
of  a  mill  per  ton-mile  for  the  lower  Mississippi  River 
to  a  high  of  35  mills  per  ton-mile  for  the  Kentucky 
River  District.  Within  the  17  state  Northeast  Region, 
the  range  was  from  a  low  of  .4  of  a  mill  for  the  Ohio 
River  District  to  a  high  of  15.1  mills  for  the  Allegheny 
River  District.*® 

Table  7  indicates  the  level  of  toll  charge.necessary  to 
i-ecover  operations  and  maintenance  costs  on  major 
waterways  in  the  Northeast  for  1968.  If  a  segment  toll 
to  recover  operations  and  maintenance  costs  were  levied 
on  the  tonnage  moving  on  the  Allegheny  system  to 
Pittsburgh,  most  traffic  would  shift  to  rail  transport.*® 
In  1972  that  would  have  meant  80.5  million  ttm-miles 
shifted  from  barge  to  rail  in  Pennsylvania,** 


Table  7. — Tolls  required  to  recover  costs  of  operations 
and  maintenance  of  Northeast  Inland  Waterways,  1968 


River  district 

Tons 

(thou¬ 

sands) 

Ton-miles 

(thou¬ 

sands) 

Operations  and 
maintenance 
cost  (dollars  in 
thousands) 

Recovery 

toll/per 

ton-mile 

(mills) 

Allegheny . 

4,645 

67,068 

4864 

15.1 

Monongahela. . 

88,990 

1,702,810 

1,868 

1.1 

Ohio  River. . 

130,208 

27,824,908 

11,047 

.4 

Illinois  Waterway . 

Mississippi— North  of  St. 

25,688 

6,029, 188 

8,585 

.6 

Louis . 

46,175 

7,648,440 

6,050 

.791 

Kanawha  River . 

14,108 

750,867 

667 

.9 

James  River . 

5,618 

834,886 

584 

1.6 

Source;  U.8.  Department  of  Tr&nsportetion  “User  Charts  on  Inland  Waterways/' 
Washin^on,  January  1071.  Table  III-2. 


Table  8  shows  the  ton-miles  moved  by  each  of  these 
Northeast  waterways  during  1972. 

The  National  Waterways  Conference,  Inc.  (NWC) 
estimated  that  a  user  fee  designed  to  collect  an  annual 
sum  of  $150  million  would  eliminate  one-third  of  the 
traffic  on  the  waterways.  This  is  about  one-half  the  total 
federal  expenditures  for  capital  projects,  operations  and 
maintenance  in  1972. 


*■  In  particular,  Department  of  Transportation,  User  Charges,  op.  ett., 
p.  III-l,  also  IV-3. 

» IbU.,  Table  III-2. 

*•  7Md..  p.  IV-9. 

Data  for  barge  traffic  from  1972  Inland  Waterborne  Commerce 
Statistics.  (Washington :  American  Waterway  Operators,  Inc.,  October, 
1073),  p.  16. 
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Table  8. — Tons  moving  on  the  Inland  Waterway  System  in  the 
northeast  region,  1972 
[In  thoosands] 


River  district 

Tons 

Ton-lflles 

>5,498 

88,624 

*188,877 

>48,070 

>60,746 

14,601 

*6,565 

>80,447 

1,527,989 

*82,066,467 

8,850,420 

>11,615,718 

815,383 

408,543 

Illinois  Waterway. . . . 

Kanawha  River . 

*  Includes  both  imptOTed  and  open  channel  portions. 

*  Inclndes  2BJI00  tons  and  10340,000  ton-miles  oceangoing. 

'  Includes  2,086,000  and  unknown  ton-miles  coastwise  and  lakewise. 

*  Inclndes  820,000  tons  and  18,808,000  ton-miles  oceangoing. 

*  Includes  745,000  tons  and  unknown  ton-miles  oceangoing. 

Source:  1971  Inland  Waterbomt  Ommeru  Statisties.  (Washington,  D.C.:  American 
Waterway  Operators,  Inc.,  October,  1078). 

In  supporting  its  projection,  NWC  estimated  that 
such  a  fee  would  raise  cost  one  mill  per  ton-mile,  or 
25-50  percent  for  150  billion  ton-miles  of  waterways 
traffic.  Most  of  such  increases  would  be  reflected  in 
higher  rates.  NWC  also  suggested  that,  for  high-cost 
low- volume  segments,  as  much  as  50  percent  of  the  mile¬ 
age  would  have  to  be  closed.**  While  some  of  this  ton¬ 
nage  would  cease  moving  and  some  would  move  by  pipe¬ 
line,  a  major  portion  of  the  tonnage  in  question  would 
move  by  rail. 

Attempting  to  recover  capital  costs  as  well  as  opera¬ 
tions  and  maintenance  costs  from  shallow  draft  vessels 
only  would  raise  average  barge  rates  from  2.9  mills  per 
ton-mile  to  an  average  of  4.54  mills  per  ton-mile,  or  an 
increase  of  57  percent.  This  rate  is  only  1.5  mills  less 
per  ton-mile  than  rail’s  unit  coal  train  rate  (in  1972  dol¬ 
lar  value) .  Since  water  is  much  slower  and  seldom  point- 
to-point,  such  a  slight  price  differential  would  eliminate 
most  of  the  barge  operator’s  advantage  of  low  cost. 

Waterways  could  lose  as  much  as  50  percent  of  the 
present  traffic.**  Much  of  the  retained  traffic  would  be 
that  on  the  lower  Mississippi  River,  which  has  a  high 
volume  of  traffic  and  low  operation  costs.  User  charges 
per  ton-mile  on  this  segment,  therefore,  would  be  low. 
A  disportionate  amount  of  the  waterway’s  lost  traffic 
would  be  in  the  Northeast  Region  served  by  the  bank¬ 
rupt  railroads. 

Thus,  the  federal  government’s  aid  to  waterways  has 
resulted  in  the  northeast  railroads’  loss  of  a  major  share 
of  the  approximately  $400  million  of  operating  revenues 
of  the  Region’s  barge  operators. 

*■  The  Impact  of  Waterway  User  Charges — An  Industrp~bp-Indnstrp 
Assessment,  National  Waterways  (Conference,  Inc.,  Washington,  D.C., 
1968  as  cited  in  Department  of  Transportation,  User  Charges  on  Inland 
Waterways,  op.  ett.,  pp.  rV-1-2. 

*■  Department  of  Transportation,  User  Charges  on  Inland  Waterways 
(op.  c(t.),  p.  IV-8,  4  and  Table  IV-1.  It  deep  draft  shipping  nslng 
the  waterways  paid  the  tolls,  the  arerage  increase  would  be  1.29  mills 
per  ton-mile  or  an  increase  of  45  percent  In  the  Northeast  Region  there 
is  little  deep  draft  shipping,  so  the  higher  average  would  be  needed  to 
recover  full  costs  if  segment  tolls  were  used. 
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Great  Lakes-St.  Lawrence  Seaway 

'Hie  Great  Lakes-Staint  Lawrence  Seaway  System  is 
the  third  competitor  to  the  midwest-northeast  railroads. 
]Vfodem  freight  transportation  on  the  lakes  began  in 
1855  with  the  opening  of  the  first  Soo  lock,  although 
Chicago  to  Buffalo  traffic  predated  the  lodes.  The  first 
century  of  Great  I.akes  freight  movement  was  as  often 
an  intemiodal  complement  to  rail  as  it  was  a  competitor. 

The  opening  of  the  St.  Lawrence  Seaway  **  in  1959 
changed  the  pattern  of  Great  I^akes  freight  traffic  by 
giving  ocean  vessels  direct  access  to  Great  Lakes  ports. 
Although  tonnage  moved  on  the  Great  Ijakes  has  been 
declining,  an  increasing  amount  of  tonnage  moves 
through  the  Seaway.  In  1972  almost  54  million  tons  of 
cargo  “locked  through”  the  American  portion  of  the 
Seaway.*® 

Of  that,  30  percent  was  overseas  shipments  with  the 
origin  or  destination  being  a  United  Statea  Great  Lakes 
port.  Without  the  Seaway,  virtually  all  of  that  freight 
would  have  moved  by  northeastern  or  Canadian  rail  to 
an  ocean  port.  Another  29  percent  of  the  tonnage  was 
freight  moving  between  the  United  States  and  Can¬ 
ada  ;  “  much  of  this  market  otherwise  might  have  moved 
by  rail.  Ironically,  virtually  all  of  the  international  ton¬ 
nage  is  moved  by  foreign  flag  vessels. 

The  St.  I^wrence  Seaway  Development  Corporatimi 
(SLSDC)  *^  manages  the  United  States  portion,  con¬ 
sisting  of  110  miles  of  the  St,  Ijawrence  River  and 
the  Eisenhower  and  Snell  locks.  SIjSDC  charges  the 
only  tolls  levied  on  an  American  inland  or  coastal 
waterway.  Toll  receipts  thus  far  are  sufficient  to  cover 
all  operations  and  maintenance  costs  and  contribute 
funds  for  retirement  of  construction  debt,  but  not 
enough  to  pay  interest. 

SLSDC  borrowed  $133.8  million  directly  from  the 
U.S.  Treasury  for  construction  and  major  repairs.**  By 
1970,  after  11  yeare  of  operation,  interest  deferrals 
raised  the  debt  to  $155  million.  The  Merchant  Marine 
Act  of  1970  forgave  SI.<SDC’s  $23  million  in  interest 
deferrals  and  eliminated  all  future  interest  payments.** 
Forgiven  interest  on  bonded  debt  amounts  to  $4  million 
annually.  If  the  interest  deferrals  are  included,  the 
total  interest  subsidy  rises  to  $6.5  million  annually. 

The  St.  Ijawrence  Seaway  necessitated  major  reno¬ 
vations  in  Great  Ijakes  fac'ilities  to  accommodate  deeper 
draft  ocean  vessels.  As  with  other  waterways,  the  Great 
Ijakes  harbors,  channels  and  locks  are  wmstnicted, 

**The  St.  Lawreiice  Seaway  is  a  Joint  project  of  the  United  States 
and  Canada. 

*  Department  of  Transportation,  St.  Lawrence  Seaway  DcTelop- 
ment  Corporation.  I97t  dnnaal  Report,  p.  3. 

**  Ibid.,  1971  Annual  Report,  p.  6. 

As  noted  by  SLSDC  in  its  197t  Annuml  Report,  SLSDC,  though  a 
f«<leral  agency,  is  really  a  member  of  the  price-competltlTe  transporta¬ 
tion  business. 

« Ibid.,  1969  Annual  Report,  p.  19.  The  SLSDC  stiU  has  the  authority 
to  borrow  an  additional  16.2  million. 

» Ibid.,  1979  Annuel  Report,  pp.  6  and  19.  8LSOC  paid  $37.7  million 
in  interest  prior  to  1970. 


operated  and  maintained  by  COE.  Navigational  aids 
are  provided  by  the  U.S.  Coast  Guard. 

Between  1800  and  1970  the  COE  spent  $291  million 
on  harbor  construction  and  $380  million  on  locks  and 
channels.**  The  bulk  of  these  expenditures  has  been 
since  World  War  II,  either  in  anticipation  of  or  in 
response  to  the  St.  Lawrence  Seaway.**  Between  1969 
and  1971,  COE  spent  $25  million  for  harbor  renovation. 
Although  COE  construction  costs  decreased  to  $5.1 
million  in  1972,  operations  and  maintenance  costs 
reached  an  annual  $20  million.** 

The  Merchant  Marine  Act  of  1970  also  gave  the  Great 
Ijakes  the  status  of  being  the  fourth  U.S.  sea  coast.  Such 
status  qualified  Great  Lakes  for  the  ship  construction 
differential  subsidy  (SCDS).** 

The  eligibility  of  the  Great  Lakes  for  the  SCDS 
prompted  a  rush  of  orders  for  new  ships.  Between  late 
1971  and  early  1974,  five  new  ships  costing  $67  million 
were  constructed.**  At  the  then-prevailing  SCDS  rate, 
the  federal  government  paid  over  $30  million  in  2 
years — or  about  $15  million  for  1972. 

Two  Great  Ijakes  shipbuilding  yards  have  a  backlog 
of  orders  through  1980.  The  SCDS  on  these  existing 
orders  could  range  as  high  as  $142.5  million  over  the 
next  six  years  or  an  annual  average  of  $24  million.  Some 
of  these  new  ships  will  carry  triple  the  tonnage  of  older 
vessels  and  need  no  additional  crew.  To  remain  com¬ 
petitive,  other  shippers  will  undoubtedly  modernize 
their  fleets.  Thus,  SCDS  could  reach  $50  million  an¬ 
nually  by  the  end  of  the  seventies. 

The  new  ships,  built  with  federal  money,  are  all  rail- 
competitive,  especially  the  jumbo-sized  1,000-foot  ves¬ 
sel.  Howard  Andrews,  vice-president  for  marine  serv¬ 
ices,  Hanna  Mining  Company,  has  been  quoted  as  say¬ 
ing,  “Even  if  shipping  rates  go  up,  the  new  ships  will 
have  an  economic  advantage  over  rail  except  perhaps 
for  the  short  haul.”  *® 

The  Merchant  Marine  Act  of  1970  also  qualified 
Great  Ijakes  operators  for  the  10  deferrals  available  to 

^  Great  Lakes  Basin  Commission,  Great  Lakes  Baein  Framework 
Study,  Appendix  C.  Unpublished.  Table  C9-17.  Includes  the  $125.4 
million  construction  loan  for  the  St.  Lawrence  Seaway. 

"  For  Instance,  the  Indiana  Harbor,  reopened  in  1971,  was  deepened 
and  enlarged  to  accommodate  ocean  ressels  at  a  cost  of  $5  million. 
Annual  maintenance  cost  of  this  harbor  is  $222,000  as  of  1972.  Similar 
expenditures  occurred  for  the  Soo  locks.  While  the  federal  gorernment 
has  spent  a  total  of  $150.4  million  for  cc  astruction  of  these  locks,  $47.5 
million  of  these  expenditures  were  for  the  last  two  reconstructions  of 
locks  which  were  rebuilt  to  handle  oceah-going  ressels. 

**  Department  of  the  Army,  Corps  of  Engineers,  197t  Annual  Report, 
Chief  of  Engineert  on  Civil  Work*  Activitiee,  Vol.  II.  Presumably, 
by  1972  most  of  the  renovations  to  accommodate  ocean-going  vessels 
were  completed. 

"  The  ship  construction  differential  pays  the  difference  in  cost  between 
an  American-built  and  a  foreign-built  vessel.  Federal  law  requires  all 
ships  engaged  in  purely  domestic  trade  to  be  built  and  registered  in 
the  United  States.  Great  Lakes  shipping  firms  did  not  have  the  option 
of  buying  and  operating  vessels  under  a  foreign  fiag.  Even  without  this 
cabotage  law,  the  Great  Lakes  style  vessel  could  not  have  been  purchased 
overseas  since  most  vessels  are  too  long  to  be  bandied  by  the  Seaway 
locks. 

**  “The  New  Great  Lakes  Fleet,"  Bueineat  Week,  May  19,  1974,  p.  40. 

« Ibid.,  p.  40. 
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merchant  marine  operators.  These  Great  I^akes  vessels 
in  service  between  Canada  and  U.S.  Great  Lakes  ports 
qualified  for  the  operating  differential  subsidy.  The 
tax  deferral  benefits  and  the  operating  differential  sub¬ 
sidy  are  described  in  the  “Ocean  Shipping”  portion  of 
this  appendix. 

Direct  ftnleral  expenditures  contributed  $60  million 
in  subsidies  to  Great  Lakes  shippers  during  fiscal  1972. 
Table  9,  following,  illustrates  how  these  funds  were 
allocated. 

Tablk  9. — Federal  expenditures  on  the  Great  Lakes  and  the 
St.  Ijawrence  Seaway  System,  fiscal  year  197t 


(In  millions  of  dollars] 


Project 

Army 
Corps  of 
Engineers 

U.S. 

Coast 

Guard 

Idarltime 

Admin¬ 

istration 

Total 

6.1 

20.0 

26.1 

Navigation  aids  >  safety  and 

20.0 

20.0 

16.0 

15.0 

Total . 

60.0 

I  Estimated  rongbly  at  slightly  less  than  10  percent  of  USC  G  budget  for  all  Coastal 
Harbors  and  Channels.  However  a  large  portion  of  UBCO  expenditures  are  for 
search  and  rescue  operations,  of  which  a  mai<M'  component  is  recreational  craa. 


After  adding  the  federal  intei’est  payments  on  the 
bonds  for  the  St.  Ijawrence  Seaway,  the  total  federal 
aid  to  Great  Ijakes  trade  in  1972  was  between  $65  and 
$70  nuUion. 

Aviation  Subsidies 

Since  the  Air  Commerce  Act  of  1926,  substantial  fed¬ 
eral  aid  has  been  given  to  the  aviation  industry.  The 
federal  government  through  the  Federal  Aviation  Ad¬ 
ministration  (FAA)  operates  the  National  Airport 
and  Airway  System  **  and  manages  the  federal  grants- 
in-aid  to  air|)orts.*^  The  Airport  and  Airways  Develop¬ 
ment  and  Revenue  Act  of  1970  established  the  Airport 
and  Airways  Trust  Fund  to  finance  improvements  in 
the  system.^*  Generally  the  Trust  Fund  covers  capital 
expenditures,  but  the  operations  and  maintenance  costs 
are  covered  by  general  revenues. 

^Management  of  the  Airways  Systems  InTolves  a  network  of  elec¬ 
tronically  complex  facilities  and  equipment.  PAA  has  400  “control 
towers”  which  direct  air  traffic  during  landings  and  take-offs.  Tiie  control 
towers  cooperate  with  20  “enroute”  control  centers.  The  “enroute  cen¬ 
ters  proTlde  air  traffic  control  for  the  users  of  Flight  Instrument  Rule 
and  navigational  aids  to  all  categories  of  aircraft.  Other  flight  serrlces, 
such  as  weather  information  and  the  filing  of  flight  plans,  are  provided. 

The  federal  government  provides  matching  “50-50  grants”  to  local 
sponsors  for  the  development  of  airports.  PAA  also  owns  Washington 
National  and  EHilles  International  Airports.  In  1972  the  federal 
government  granted  $280  million  for  the  development  of  airports. 

^  Until  1970  all  of  these  programs  were  funded  entirely  from  general 
revenues.  Although  an  excise  tax  was  levied  on  passenger  tickets,  there 
was  no  “linkage”  of  these  revenues  to  the  cost  of  operating  the  Airways. 
A  tax  also  was  levied  on  non-jet  fuel,  which  after  1956  was  earmarked 
for  the  Federal  Highway  Trust  Fund.  Between  1926  and  1970,  the 
Federal  Government  spent  approximately  $9  billion  on  the  Airways 
S.vstem  and  another  $2.9  billion  on  grants-ln-aid  for  airports. 


The  Department  of  Transportation  developed  a 
“cost  base”  of  the  Airports  and  Airways  System  which 
covers  the  period  from  1966  to  1975.  During  this  time 
federal  expenditures  (past  and  anticipated)  for  capi¬ 
tal  improvements  plus  operations  and  maintenance 
totaled  $10.8  billion.  After  allowing  for  the  effects  of 
amortizing  capital  costs  over  ten  years,  the  government 
expenditures  for  aviation  during  the  ten  years  amount¬ 
ed  to  $11.7  billion. 

Under  this  “cost  base,”  annual  federal  expenditures 
from  1971  to  1975  ranged  from  $1,135  million  to  $1,820 
million,  while  user  charges  recovered  from  $654  mil¬ 
lion  in  1971  to  $976  million  in  1975.  Thus  the  annual 
payments  from  general  revenues  to  aviation  ranges 
from  $482  million  to  a  high  of  $852  million.  For  fiscal 
year  1972  the  federal  government  spent  approximately 
$1,280  million  on  aviation.  Of  this  sum,  $706  million 
came  from  the  Airport  and  Airways  Trust  Fund.  The 
remaining  $577  million  came  from  general  revenues.^® 

The  cost  responsibility  was  allocated  to  each  class  of 
users  of  the  Airports  and  Airways.  The  air  carriers 
were  assigned  responsibility  for  52.8  percent  of  the  costs 
for  fiscal  year  1972,  while  general  aviation  was  respon¬ 
sible  for  27.8  percent  of  the  cost  base.  In  apportioning 
aviation  cost  responsibilities  among  the  users,  the  De¬ 
partment  of  Transportation  study  allocated  19.5  per¬ 
cent  to  the  public  sector  to  cover  civil  government  and 
military  use  of  the  Airway  System.  If  the  federal 
government  is  responsible  for  this  portion  of  the  costs 
of  the  Airway  System,®®  which  in  fiscal  year  1972  to¬ 
talled  $250  million,  then  the  subsidy  to  the  aviation 
industry  was  $327  million. 

Of  the  $706  million  recovered  from  taxes  for  the  Air¬ 
port  and  Airway  Trust  Fund,  $633  million  came  from 
the  air  carriers  and  only  $73  million  came  from  general 
aviation.  The  study  assigned  the  air  carriers  responsi¬ 
bility  for  $676  million  and  general  aviation  $354  million. 
Thus,  air  carriers  paid  93.6  percent  of  their  allocated 
share  of  costs,  but  general  aviation  paid  only  20.6  per¬ 
cent  of  its  share  of  costs.®' 

In  the  mid-1940’s,  the  Civil  Aeronautics  Board 
(CAB)  authorized  a  group  of  local  service  carriers  to 
give  scheduled  air  service  to  smaller  or  isolated  com¬ 
munities.  Such  carriers  were  given  direct  federal  sub¬ 
sidies  by  CAB.  From  1953  to  1970,  at  which  time  there 
were  still  nine  local  carriers  receiving  direct  subsidies, 
the  government  paid  local  service  carriers  approximate- 

«»  Department  of  Transportation,  Airport  and  Airways  Cost  Allocation 
Study,  Part  I,  Report  to  Congress.  Washington.  September  26.  1973. 
Table  5  and  Table  11. 

•*>  Other  federal  government  studies  done  on  costs  or  allocation  of  cost 
responsibilities  used  for  this  study  did  not  assign  portions  of  the  cost 
to  the  public  sector. 

“  Department  of  Transportation,  Airport  and  Airway  Cost  Allocation 
Study,  op.  cit.  Table  11.  In  fiscal  year  1973  air  carriers  paid  $707 
million  Into  the  Trust  Fund  or  95.5  percent  of  their  allocated  share  of 
costs.  By  fiscal  year  1974  this  group  was  projected  to  pay  $792  million 
in  taxes  or  97.2  percent  of  allocated  costs. 
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ly  $1  billion.®*  In  1972  CAB  paid  more  than  $67.3  mil¬ 
lion  of  direct  subsidies  to  air  carriers.  Most  of  this  was 
to  the  nine  local  carriers,  though  some  Alaskan  carriers 
also  received  subsidies.®* 

There  are  additional  Federal  expenditures  for  pro¬ 
grams  indirectly  related  to  the  operation  of  the  Airway 
System.  Most  of  these  costs  would  be  avoidable  except 
for  the  aviation  industry.  These  expenditures  are  for 
search  and  rescue  operations,  aviation  safety  and  safety 
regulation,  private  use  of  the  Department  of  Defense 
“joint  use”  facilities  and  a  small  portion  of  aeronautical 
research.  The  cost  of  CAB  regulatory  activities  is  ex¬ 
cluded.  The  Federal  expenditures  for  these  “ancillary” 
or  supporting  programs  were  at  least  $190  million  for 
fiscal  year  1971.  Thus,  after  adjusting  costs  for  inflation, 
the  federal  government  spent  almost  $200  million  for 
these  programs  in  1972.®* 

Total  federal  expenditures  for  aviation  in  fiscal  1972 
exceeded  $1.5  billion.  Of  that  amount,  $555  million  rep¬ 
resented  expenditures  not  covered  by  payments  into  the 
Airport  and  Airways  Trust  Fund  and  in  excess  of 
public  sector  costs.  Table  10  illustrates  how  this  amount 
was  allocated. 

Table  10. — Federal  expenditures  for  commercial  aviation 

(In  Excess  of  Pnyments  from  Trust  Fund  »nd  After  Allocation  of  Costs  to  U.B. 

Oovemment  Operations,  Fiscal  Year  1972) 


[Dollars  in  millions] 


Airport 
and  airway 
system 

Operating 
to  region 
carriers 

AndUary  > 
jmgmns 

Total 

Air  carriers . . 

$45 

$C7.S 

$105.6 

$217.0 

Oeneral  aviation . 

282 

55.4 

sr.4 

Total . 

$27 

67.1 

161.0 

555.S 

*  The  total  cost  re^ionsibiUty  was  allocated  among  air  carriers,  general  aviation,  and 
the  public  at  the  same  percentage  used  for  allocating  Airport  and  Airsay  System’s 
cost. 


One  other  potential  sub^dy  looms  on  the  horizon.  A 
provision  of  the  Federal  Aviation  Act  of  1958  author¬ 
izes  CAB  to  subsidize  a  carrier  in  trouble  if  such  carrier 
has  been  managed  e®ciently  and  honestly.  To  date  only 
nominal  grants  have  been  made  under  this  provision,  but 
Pan  American  Airlines  recently  applied  for  a  subsidy 
of  $10.2  million  per  month.  Though  the  request  has  been 
rejected,  the  precarious  financial  situation  of  some  car¬ 
riers  s<x)n  may  make  this  a  significant  item. 

Ocean  Shipping 

Since  the  country’s  early  days,  the  federal  govern¬ 
ment  has  been  improving  harbors,  policing  free  access 
and  providing  navigational  aids.  During  fiscal  year 

■■Prior  to  195S  the  enhsidy  wu  included  in  the  amount  paid  by  the 
govemment  for  carrying  mall. 

■■U.S.  (Congress,  Joint  Economic  Committee,  Federal  Baheidy  Pro- 
yrama,  93d  Congresa,  2d  Seseion,  October,  1974,  p.  107. 

**  Department  of  Transportation,  Airport  and  Aineay  Coat  Alloca¬ 
tion  Study,  op.  eit. 


1972,  Army  Corps  of  Engineers  spent  almost  $97  mil¬ 
lion  on  new  construction  related  to  coastal  harbors  and 
channels  and  an  additional  $137  million  for  operating 
and  maintaining  the  coastal  waterways.  During  the 
same  year,  the  Coast  Guard  spent  approximately  $230 
million  ®®  for  navigational  aids,  vessel  safety,  marine  en¬ 
vironment  protection  and  search  and  rescue. 

Beyond  the  costs  related  to  the  construction  and  main¬ 
tenance  of  a  “right-of-way,”  the  federal  government  has 
given  aid  to  our  maritime  industry  unavailable  to  other 
transportation  modes.  By  far  the  most  significant  help 
is  the  “operating  differential  subsidy,”  ®®  begun  with  the 
Merchant  Marine  Act  of  1936.  Since  then  over  $3.5  bil¬ 
lion  have  been  given  to  the  American  maritime  indus¬ 
try.  In  1972,  U.S.  operators  received  direct  payments 
totaling  $182  million.®’ 

The  tax  deferral  subsidy  is  leas  tangible.  Basically,  a 
ship  owner  may  deposit  a  portion  of  his  earnings  in  a 
“reserve”  fund  for  future  capital  expenses.  Taxes  on 
the  monies  in  the  capital  reserve  fimd  are  deferred  in¬ 
definitely.  Though  the  actual  tax  amount  must  be  paid 
at  some  future  date,  there  is  no  time  limitation  for  the 
tax  pa3Tnent  and  no  interest  charged  on  the  tax  defer¬ 
ral.®*  At  the  end  of  1970,  $649.3  million  in  tax  deferred 
earnings  were  invested  either  in  equipment  or  in  an 
operators’  reserve  fund.  The  Joint  Econimiic  Commit¬ 
tee  has  estimated  the  deferred  tax  payments  as  costing 
the  federal  government  about  $10  million  per  year, 
though  it  could  be  as  much  as  $50  million  per  year  by 
fiscal  year  1975.®* 

Table  11,  following,  lists  the  subsidies  of  direct  bene¬ 
fit  to  American  based  shippers.  The  ship  (instruction 
differential  subsidy,  often  viewed  as  a  subsidy  to  the 
maritime  industry,  has  been  excluded  from  this  study. 
American  ship  operators  engaged  in  foreign  trade  can 
buy  equivalent  quality  vessels  from  foreign  ship  yards 
at  a  lower  price.  This  subsidy,  then,  is  aid  to  American 
shipbuilding  yards. 


■■The  1230  million  Is  an  arbitrary  number  representing  over  90  per¬ 
cent  of  USCO  total  expenditures  on  Its  “4”  coasts.  Based  on  COB  ex¬ 
penditures,  the  Oreat  Lakes  seem  to  represent  somewhere  between  4 
percent  and  12  percent  of  total  expenditures  for  deep  draft  navigation. 
Over  half  of  the  U8(^  funds  are  for  search  and  rescue  operations,  of 
which  a  significant  portion  Is  related  to  recreational  craft,  but  there 
Is  no  reasonable  way  to  allocate  s  A  r  funds  between  commercial  and 
recreational  efforts. 

■■The  operating  differential  subsidy  is  to  enconrage  U.S.  shipping 
firms  to  proTlde  regularly  scheduled  service  over  27  international  trade 
routes.  The  subsidies  compensate  for  the  higher  costs  of  using  American 
crew  and  operating  an  American  owned  flag  vessel.  Prior  to  1970  this 
subsidy  was  limited  only  to  "cargo  liners”  following  scheduled  service, 
but  now  the  subsidy  Is  available  for  bulk  vessels  which  go  “wherever 
there  Is  business. 

^  U.S.  Congress,  Joint  EJconomlc  Committee,  Federal  Subaidy  Pro- 
grama.  Op.  at.,  p.  107. 

■■The  description  of  the  tax  deferral  subsidy  is  over-simpllfled  here. 
For  a  fuller  understanding  of  the  mechanisms  of  net  Income,  capital 
gains,  future  reductions  of  operating  costs  credited  to  reserve,  deprecia¬ 
tion  and  BO  on,  see  Oerald  R.  Jantscher,  "Federal  Aids  to  the  Maritime 
Industriee.”  in  U.S.  (Tongress.  Joint  Ekjonomlc  Committee,  The  JSco- 
nomiea  of  Federal  Subaidy  Programa,  Part  6,  93d  Congress,  1st 
Session,  pp.  785-795,  February  28,  1973. 

■*  Ibid.,  p.  794  and  U.B.  Congress,  93d  Congress,  2d  Session,  op.  eit., 
p.  108. 
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Tabu  11. — Federal  e»penditure»  for  maritime  aid, 


fUoal  year  1972 
[In  millions  of  dollars] 

Army  Oorps  of  Engineers : 

Construction _  96.  80 

Operatimis  and  maintenance _ 136.60 

U.S.  Coast  Guard — ^nari^tional  aids,  and  policing  ac~ 

tivities _  230.  00 

U.S.  Maritime  Administration — Operating  differential 

subsidy _ 182. 00 

Internal  Revenue  Service — deferred  tax  paiouents _  10.00 


Total _ 666. 40 


Likewise,  cabotage  laws,  designed  to  assure  that 
trade  between  American  ports  is  limited  to  dcmiestic 
operators,  has  been  excluded.  Since  a  ship  engaged  in 
domestic  trade  must  be  built  in  America,  it  is  again  an 
aid  to  American  shipbuilders.  In  practice,  cabotage  re¬ 
quirements  have  tended  to  make  domestic  coastal  trade 
prohibitively  expensive. 

Mass  Transportation 

Since  the  end  of  World  War  II,  operating  costs  of 
mass  transportation  firms  have  been  increasing  more 
rapidly  than  revenues.  By  the  mid-1960’s  decreasing 
ridership  plus  increased  operating  expense  created  a 
vicious  cycle:  service  cuts  plus  fare  increases  leading 
to  more  lost  patronage  yielding  still  more  service  cut¬ 
backs  and  with  higher  farea,  etc.  Between  1959  and  1970, 
235  private  bus  firms  went  bankrupt. 

To  counterbalance  this  trend,  the  federal  government 
initiated  a  capital  grant  program  in  1965.  The  first 
year’s  budget  was  small — only  $60  million.  These  grants 
to  urban  governments  provided  two-thirds  of  the  cost 
of  a  project  with  local  government  funding  the  other 
one-third.  Projects  included  the  purchase  of  private  bus 
companies  by  public  agencies,  extending  or  building 
new  rapid  rail  lines  and  the  purchase  of  new  equipment 
for  bus  and  rapid  rail  operations.  Total  capital  grants 
amounted  to  $735  million  between  1965  and  1970. 

The  Urban  Mass  Transportation  Act  of  1970  gave 
the  Urban  Mass  Transportation  Administration 
(UMTA)  authority  to  obligate  $10  billion  from  1970  to 
1982.  To  date,  $3  billion  of  capital  grants  have  been  ob¬ 
ligated  to  160  cities.  Some  funds  may  find  their  way 
into  railroads  to  help  offset  the  deficit  of  commuter  op¬ 
erations.  At  present  there  are  16  commuter  rail  lines 
predominantly  operated  on  taxed,  privately  owned 
rights-of-way.  Because  commuter  rail  operations  were 
caught  in  the  aforementioned  cycle,  some  states  or  urban 
areas  have  initiated  various  contracts  with  the  private 
railroads  to  provide  equipment  or  increased  service. 
Even  so,  this  aid  will  not  be  sufficient  to  cover  the  fully 
allocated  costs  of  present  commuter  rail  operations. 

Since  the  Urban  Mass  Transit  program  is  relatively 
new,  expenditures  so  far  have  been  slight,  but  they  are 


increasing  rapidly.*®  For  fiscal  year  1972  UMTA  had 
authority  to  commit  $600  million  and  actually  spent 
$510  million. 

The  program  has  been  limited  to  capital  grants,  since 
1973  on  an  80/20  basis,  but  the  Mass  Transportation 
Assistance  Act  of  1974  provides  a  total  of  $11.8  billion 
for  operating  subsidies  and  capital  grants  over  the  next 
six  years.  In  fiscal  year  1975  $300  million  will  be  avail¬ 
able  on  a  50/50  matching  grant  for  operating  subsidy. 
By  fiscal  year  1980,  $900  million  will  be  distributed  ac¬ 
cording  to  a  formula  which  considers  relative  popula¬ 
tion  and  density. 

Additional  highway  program  funds  from  both  the 
Highway  Trust  Fund  and  from  general  funds  may  be 
used  for  urban  bus  and  rail  mass  transit  under  limited 
conditions.  For  several  years  highway  funds  also  have 
been  available  for  various  highway  public  transporta¬ 
tion  capital  projects,  such  as  parking  facilities  for 
transit. 
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APPENDIX  I 

Selected  Sources 


This  Ai^ndiz  is  divided  into  two  sections.  The  first  is  a 
selected  list  of  previously  published  books  and  public  documents 
used  as  general  background  material  in  the  preparation  ot  the 
Preliminary  System  Plan.  The  second  section  provides  a  list  of 
reports  prepared  for  USRA  hy  outside  consultants  specifically 
for  use  in  preparing  the  Preliminary  and  Pinal  System  Plans. 
Because  these  reports  are  new  additions  to  the  literature  of 
transportation  planning,  each  report  is  described  briefiy.  These 
reports  represent  only  part  of  the  information  available  to  the 
Association ;  they  do  not  necessarily  represent  the  views,  policy, 
nor  final  conclusions  of  the  Association.  In  a  few  instances,  final 
consultant  reports  have  not  been  received  as  of  this  printing, 
hut  their  work  product  has  been  analyzed  in  preparing  the 
Preliminary  System  Plan. 

The  consultant  reports  which  are  identified  by  an  accession 
number,  e.g.  PB  239020,  may  be  purdiased  through  the  Na¬ 
tional  Technical  Information  Service.  Bequests  for  copies  should 
identify  the  accession  number  and  indicate  the  number  of  copies 
desired.  Please  enclose  a  check  or  money  order  made  out  to  the 
National  Technical  Information  Service  and  addressed  as 
follows:  National  Tertinical  Information  Service,  6286  Port 
Royal  Road,  Springfield,  Virginia  22161. 

Copies  can  be  ordered  by  individual  volume  number  or  by 
comidete  set  number.  All  documents  may  also  be  ordered  from 
the  National  Technical  Informaticm  Service  on  microfiche  for  a 
price  of  $2.26  each. 

Copies  of  the  literature  and  reports  listed  below  may  also  be 
reviewed  in  room  2103.  United  States  Railway  Association.  2100 
Second  Street,  S.W.,  Washington,  D.C. 

Previous  Publications 

America’s  Sound  Transportation  Review  Organization.  The 

American  Railroad  Industry.  A  Prospectus.  Washington.  D.O. 

1970. 


Association  of  American  Railroads,  Bureau  of  Railway  Eco¬ 
nomics,  Statistics  of  Railways  of  Class  /,  Washington,  D.C. : 
Serial. 

Association  of  American  Railroads.  Yearbook  of  Railroad  Pads. 
Washington,  D.  C. :  1974  Edition. 

Chief  Engineer’s  Advisory  Group,  Report  to  the  Department  of 
Transportation,  Roadway  Maintenance  and  Rehabilitation 
Plan — Penn  Central  Transportation  Company,  December  11, 
1974. 

Handy  Railroad  Atlas  of  the  United  States.  New  York:  Rand 
McNally  and  Co.,  1973. 

Joy,  Stewart.  The  Train  That  Ran  Away.  London:  Ian  Allan, 
1973. 

Kahn,  Alfred  E.  The  Economics  of  Regulation:  Principles  and 
Institutions.  Volumes  1  and  2.  New  York:  John  Wiley  & 
Sons,  Inc.,  1970. 

Kennedy,  John  F.,  President  of  the  United  States  of  America. 
“Message  Relative  to  the  Transjwrtation  System  of  Our 
Nation,”  The  White  House,  April  5, 1962. 

Locklin,  Philip  E.  Economics  of  Transportation.  Homewood, 
Illinois:  Richard  D.  Irwin,  1960. 

Meyer,  John  R..  Merton  J.  Peck,  John  Stenason,  and  Charles 
Zwick.  The  Econotnics  of  Competition  in  the  Transportation 
Industries.  Cambridge,  Massachusetts:  Harvard  University 
Press,  i964. 

Nelson,  James  C,  Railroad  Transportation  and  Public  Policy. 
Washington,  D.  C. :  The  Bro(A:ings  Institution,  April,  1959. 

The  Official  Guide  of  the  Railways  and  Steam  Navigation  Lines 
of  the  United  States.  New  York :  National  Railway  Publica¬ 
tion  Company,  serial. 

The  Official  Railway  Equipment  Register,  Vol.  90,  No.  3.  New 
York:  National  Railway  Publication  Company,  1976. 

Special  Court,  Regional  Rail  Reorganlzation  Act ;  Decision  of 
September  30,  1974;  Nos.  74-6  to  74-12. 
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Task  Force  on  Railroad  Prodnctivity,  Final  Report  to  the  Na¬ 
tional  Ck>mmis8ion  <hi  Prodactlvity  and  The  Connell  of  Eco¬ 
nomic  Adrisers.  Improvinif  Railroad  ProdMctivity,  November, 
1978. 

United  States  of  America,  et  oL  y.  Connecticut  General  Insur¬ 
ance  Corporation,  et  at..  Regional  Rail  Reorganisatiofn  Act 
Cases;  United  States  Supreme  Court,  Slip  Opinion  of  De¬ 
cember  16,  1974. 

U.  S.  Congress.  House.  An  Act  to  authoriee  and  direct  the  tnain- 
tenance  of  adequate  and  efficient  rail  tervioe  ike  Midyoeet 
and  Northeast  region  of  the  United  States,  and  for  other 
purposes.  Pub.  L.  98-236,  93d  Coog.,  1974,  H.  R.  9142. 

U.S.  Congress.  House.  Committee  on  Interstate  and  Foreign 
Ckunmerce.  The  Regional  Rail  Reorganization  Act  of  J97S. 
H.  Rept.  No.  9S-620.  To  accompany  H.R.  9142.  Washington : 
1973 : 93d  Cong.  iKt  sees. 

U.S.  Congress.  House.  Regional  Rail  Reorganization  Act  of  J97S. 
Ckmference  Report  No.  96-744.  93d  Cong.,  Ist  seas.,  1973.  To 
accompany  H.R,  9142. 

U.S.  Congress.  Senate.  Committee  on  Commerce.  National 
Transportation  Policy.  S.  Rept.  445,  87th  Cong.,  Ist  sees.,  1961. 
U.S.  Congress.  Senate.  Committee  on  Commerce.  The  Penn  Cen¬ 
tral  and  Other  Railroads.  Committee  Print,  92d  Cong.,  2d 
sees.,  1972. 

U.S.  Congress.  Senate.  Committee  on  Ckmference.  Conference 
Report  No.  93-664.  Regional  Rail  Reorganization  Act  of  197S. 
To  acccanpany  H.R.  9142.  93d  Cong.,  Ist  sees.,  1978. 

U.S.  Congress.  Senate.  Regional  Rail  Reorganization  Act  of  J97S. 
Committee  on  Commerce.  Committee  Rept.  No.  93-601.  93d 
Cong.,  Ist  sees.,  1973.  To  accompany  H.R.  9142. 

U.S.  Department  of  Transportation.  Rail  Service  in  the  Mid- 
umst  and  Northeast  Region,  Vol.  I  and  Vol.  II  parts  1  and  2, 
1974. 

U.S.  Departmmt  of  Transportation.  1972  National  Transporta¬ 
tion  Report.  Washington,  D.C. :  1972. 

U.S.  Department  of  Transportation.  Northeastern  Railroad 
Problem.  Mardi,  1973. 

U.S.  Department  of  Transportation.  Proceedings.  Symposium  on 
Economic  and  Public  Factors  Influencing  Light  Density  Rail 
lAne  Operations.  Colorado :  1973. 

U.S.  Interstate  Commerce  Commissiem,  Bureau  of  Transport 
Economics  and  Statistics,  Transport  Statistics  in  the  United 
States  (before  1964  entitled  Statistics  of  Rail%cays  in  the 
Udited  States),  1946-1966. 

U.S.  Interstate  Commerce  Commission,  Rail  Services  Planning 
(MBce.  Evaluation  of  the  Secretary  of  Transportation’s  Rail 
Services  Report.  1974. 

U.S.  Interstate  Commerce  Ounmissimi,  Rail  Services  I^nning 
Office.  The  Public  Response  to  the  Secretary  of  Transporta¬ 
tion’s  Rati  Services  Report.  Volumes  I  and  II,  1974. 

Consultant  Reports  to  USRA 

Inventory  and  Assessment  Project  for  Rail  Service  in  Miduoest 
and  Northeast  Region,  Bechtel  Incorporated,  50  Beale  Street, 
San  Francisco. 

Be<^tel  Incorporated  and  five  associate  contractors,  whose 
reports  are  described  below,  conducted  a  general  inventory  of 
the  fixed  plant  of  the  railroads  in  reorganization.  Iheee  con¬ 
tractors  examined  the  general  physical  condition  of  the  plant, 
identified  tiie  rehabilitation  work  necessary  to  bring  the  rail 
system  to  a  specified  condition,  and  estimated  the  costs  for  such 
rehabilitation.  In  addition,  the  accuracy  of  the  existing  railroad 
records  was  reviewfd.  The  total  inventory  is  serving  as  a  basis 
for  developing  a  rehabilitation  work  plan. 

Bechtel  Inc.  also  served  as  the  Technical  Direction  Gontractor 
to  coordinate  the  activitlee  of  the  associate  contractors. 


The  railroads  in  reorganisation  were  divided  into  six  sections, 
each  to  be  inventoried  by  a  contractor,  as  follows : 

Bechtel  Incorporated,  inventoried  ihe  eastern  region  of  the 
Penn  Central  system,  located  in  parts  of  New  York,  New  Jersey, 
Pennsylvania  and  Maryland;  the  Metropolitan  Region,  located 
in  New  York  and  Connecticut;  and  the  Pennsylvania-Readlng 
Seashore  Line. 

Ddlton-Dalton-IAttle-Neioport,  7816  Wisconsin  Avenue, 
Betbesda,  Maryland,  inventoried  the  cmtral  division  of  the 
Penn  C«itral,  located  in  parts  of  Ohio,  Pennsylvania,  New 
York  and  West  Virginia. 

DeLewm,  Cather  and  Co.,  1030  16th  Street,  N.W.,  Suite  866, 
Washington,  D.C.,  Inventoried  the  Cleveland  division,  Canada 
division  and  the  northeastern  region  of  the  Penn  OntraL  located 
in  parts  of  New  York,  Connecticut,  Massachusetts  and  Ontario, 
Canada; 

Morrison-Knudson  Co.,  310  Broadway,  Boise,  Idaho,  inven¬ 
toried  the  southern  region  of  the  Penn  Ontral ; 

STV,  Inc.,  Griffith  Towers  Bldg.,  King  and  Charlotte  Street, 
Pottstown,  Pennsylvania,  Inventoried  the  facilities  of  the  Bead¬ 
ing,  Lehigh  Valley,  Lehigh  Hudson  River  and  the  Central  of 
New  Jersey ; 

Sverdrup  d  Parcel  and  Associates,  Inc.,  800  North  12th  Boule¬ 
vard,  St  Louis,  Missouri,  inventoried  the  western  and  northern 
regions  of  the  Penn  Central  and  the  Ann  Arbor. 

An  Environmental  Assessment  of  the  Potential  Effects  of  the 
Railroad  System  Plan,  Battelle  Columbus  Laboratories,  506  King 
Avenue,  Columbus,  Ohio. 

This  study  assesses  the  environmental  effects  of  the  railroad 
system  plan  for  the  region.  The  study  includes  an  overview  of 
the  potential  environmental  problems,  an  environmental  assess¬ 
ment  of  the  railroad  system’s  effects  and  recommendations  of 
subjects  for  continuous  assessments.  This  study  will  be  com¬ 
pleted  in  May,  1975  and  will  be  rrferenced  in  the  Final  System 
Plan. 

An  Economic  Model  for  the  Railroad  Industry,  CSiase  Econo¬ 
metrics  Associates,  Inc.,  Bala  Cynwyd,  Pa.,  December  1974 
(NTIS  Accession  No.  PB239020,  $5.75) . 

This  study  analyzes  unit  price  develc^Mnents  affecting  the  rail 
industry  on  an  annual  basis  to  1965.  Ibe  contractor  generates 
long  run-national  macroeconomic  and  regional  economic  fore¬ 
casts  and  develops  econometric  equations  to  forecast  railroad 
unit  costs. 

Analysis  of  Community  Impacts  Resulting  From  Loss  of  Rail 
Service,  Consad  Research  Corporation,  121  North  Highland  Ave¬ 
nue,  Pittsburgh,  Pennsylvania,  October  1974.  (NTIS  Accession 
Numbers:  Volume  I— PB239034.  $5.25;  Volume  II  PB239085, 
$6.75;  V<rfume  III  PB239036,  $5.25;  Volume  IV  PB239037,  $5.25; 
(Oomirtete  Set  PB239()33 — set,  $18.00). 

This  four-volume  study  describes  a  method  for  estimating  the 
community  impacts  of  the  loss  of  railroad  freight  service.  The 
study  documents  methodology  developed  for  estimating  c<Mn- 
munity  impact  and  presents  the  results  of  applications  of  the 
methodology  to  twenty  communities.  Included  in  the  study  is  a 
guidebook  designed  for  state  and  community  use  in  estimating 
impacts  (m  potentially  affected  communities. 

Criteria  for  Line  Retention,  (Consad  Research  Corporation, 
121  North  Highland  Avenue,  Pittsburgh,  Pennsylvania,  Febru¬ 
ary  1975.  (NTIS  Accession  No.  PB239041,  $10.00.) 

This  study  develops  economic  criteria  for  identifying  the 
viability  of  line  segments  under  analysis  in  USRA  planning. 
The  study  identifies  applicable  costing  techniques  and  developed 
supporting  rationale  for  each  criterion  selected.  Consideration 
was  given  to  aiq;>roache8  to  forecasting  branch  line  revenues, 
revenue  allocation  criteria  and  alternative  means  ot  evaluating 
overhead  traffic  dlvertible  to  other  rail  lines  if  uneconomic  lines 
are  not  retained. 
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Controlled  Tranefer  c»  a  Reetrueturing  Mechanism,  Econom¬ 
ics  and  Science  PlannloK,  Inc.,  1200  18th  St  N.W.,  Washington, 
D.C.,  January  1976.  (NTIS  Accecsion  No.  PB  23918,  $7.00.) 

This  stndy  develops  the  economic,  social  and  environmental 
consequences  of  reorganising  the  railroads  by  controlled  trans¬ 
fers.  The  study  explores  the  consequences  of  a  controlled  trans¬ 
fer  reorganization  to  establishment  of  a  single  Consolidated 
Rail  Corporation.  The  legislative  and  regulatory  changes  nec¬ 
essary,  the  problems  of  timing,  manner  of  bidding  and  condi¬ 
tions  of  sale  are  also  explored.  Included  in  the  study  are  recom¬ 
mended  combinations  of  potential  bankrupt  rail  properties  and 
solvents. 

Study  of  Critical  Maintenance  Problems  and  Analysis  of  Capi¬ 
tal  Expenditure  Proposals,  Thomas  K.  Dyer,  Inc.,  1972  Massa¬ 
chusetts  Avenue,  Lexington,  Mass. 

This  study  identifies  maintenance  needs  and  costs  on  key 
rail  facilities  and  lines  and  analyzes  major  capital  expenditure 
proposals  The  contractor  assisted  in  the  preparation  of  an 
economic  overview  of  maintenance-of-way  program  planning. 

Trackage  Rights  Costing  Study,  Thomas  K.  Dyer,  Inc..  1762 
Massachusetts  Avenue,  Lexington,  Mass. 

This  study  identifies  and  quantifies  the  full  economic  impact 
of  trackage  rights  agreements  upon  the  participants.  The  study 
covered  savings  realized  by  tenant  and/or  owning  railroad, 
costs  incurred  from  handling  tenant  traffic  and  development  of 
methods  of  assessing  charges.  From  these  findings  the  con¬ 
tractor  developed  a  set  of  standard  costs  and  appropriate 
charges  for  main  line  train  operations.  This  study  will  be  com¬ 
pleted  in  May,  1975  and  will  be  referenced  In  the  Final  System 
Plan. 

Study  of  Rail  Passenger  Service  in  the  Northeast  and  Mid- 
tcest  Region,  Harbridge  House,  N.  Arlington  Street,  Boston. 
Massachusetts. 

This  study  assesses  the  scope,  quality  and  needs  of  rail  pas¬ 
senger  service  in  the  Northeast  and  Midwest  region.  The  con¬ 
tractor  analyzes  the  movement  of  passengers  in  the  regions 
and  identifies  short-to-medium  distance  corridors  which  would 
benefit  substantially  from  improved  hic^  speed  service.  IJSRA 
did  not  request  a  final  report  of  this  stndy. 

USRA  Yard  Classification  Planning  Project,  R.  L.  Hines  As¬ 
sociates,  Inc.,  1030  16th  Street,  N.W.,  Washington,  D.C.,  Janu¬ 
ary  1975.  (NTIS  Accession  No.  PB239031,  $3.75) 

This  study  analyzes  .selected  yard  operations,  including  han¬ 
dling  of  inbound/out-bound  trains,  interchange  and  transfers, 
line  planning  procedures  and  operating  and  managerial  con¬ 
trols.  The  contractor  developed  the  maximum  throughput  of 
road  train  cars  for  each  of  several  terminals  and  yards  premised 
upon  “reasonable”  upgrade  and  expansion  of  existing  facilities. 

Analysis  of  Railroad  Operated  Ferry  and  Lighterage  Opera¬ 
tions,  A.  T.  Kearney,  Inc.,  100  South  Wacker  Drive,  Chicago, 
Illinois.  January,  1975  (NTIS  Accession  No.  PB  239029,  $7.60) 

This  study  presents  a  preliminary  analysis  of  the  marine 
operations  of  the  railroads  in  reorganization  and  examines  al¬ 
ternative  approaches  to  meeting  the  transportation  needs  of 
the  shippers  now  served.  The  study  deals  with  the  Ann  Arbor 
Railroad  car  ferry  on  Lake  Michigan;  the  Penn  Central  car- 
float  from  Cape  Charles,  Virginia  to  Norfolk.  Virginia ;  and  the 
Lehigh  Valley  and  Penn  Ontral  carfioat  operations  from  New 
Jersey  to  Brooklyn.  In  addition,  the  contractor  analyzed  lighter¬ 
age  service  in  New  York  Harbor. 

Long  Range  Pricing  Philosophy  for  the  Consolidated  Rail 
Corporation,  A.  T.  Kearney,  100  Sooth  Wacker  Drive,  Chicago, 
Illinois. 

This  study  proposes  an  interim  pricing  strategy  and  an  ap¬ 
propriate  long-range  pricing  philosophy  for  the  Consolidated 
Rail  Corporation.  The  contractor  reviewed  various  theories 
of  pricing  economics  ahd  the  impact  of  regulatory  ecmiomics 


on  the  development  of  pricing  strategy;  conducted  cost  and 
marketing  analyses;  measured  the  price  sensitivity  of  com¬ 
modity  and  origin  destination  groups  and  develc^ped  traffic/ 
revenue  estimates.  Additionally,  the  contractor  developed  a  traf¬ 
fic/revenue  simulator  to  test  the  impact  of  various  price  in¬ 
creases  in  a  variety  of  configurations. 

Community  Impacts  of  Abandonment  of  Railroad  Service, 
Public  Interest  Economics  Onter,  1714  Massachusetts  Avenue, 
N.W.,  Washington,  D.C,,  December  1974.  (NTIS  Accession  No. 
PB  239030,  $7.50) 

This  study  provides  an  overview  and  analysis  of  the  problem 
of  track  abandonment,  including  its  economic  and  social  impact, 
and  the  development  of  a  basic  model  relating  rail  abandon¬ 
ment  to  income  and  employment  levels  in  affected  communities. 
The  study  was  developed  from  nationally  available  data  using 
the  county  as  the  community  structure. 

An  Economic  Overview  of  the  Consolidated  Rail  Corporation, 
Reebie  Associates,  P.O.  Box  1436,  Havemeyer  Place,  Green¬ 
wich,  Connecticut,  August  1974.  (NTIS  Accession  No.  PB  239025, 
$4.25) 

This  economic  overview  study  Identifies  the  principal  problems 
to  be  overcome  by  ConRail  if  it  is  to  become  a  self-susrtalning 
operation,  and  the  oiHwrtunities  bo  improve  rail  service  and 
earnings.  The  study  deals  with  specific  marketing,  operating  and 
investment  problems  that  need  to  be  resolved  and  makes  recom¬ 
mendations  for  achieving  profitability. 

An  Interim  Pricing  Strategy  for  ConRail,  Reebie  Associates, 
P.O.  Box  1436.  12  Havemeyer  Place,  Greenwich,  Connecticut, 
January  1975.  (NTIS  Accession  No.  PB  239040,  $3.25.) 

This  study  proposes  a  pricing  philosophy  for  the  Consolidated 
Rail  Corporation.  The  study  analyzes  the  merits  of  the  various 
types  of  abort  term  price  increases  in  terms  of  general  rate  in¬ 
creases,  commodity  increases,  terminal  surcharges  and  region 
surcharges.  An  estimate  of  the  traffic  diversion  under  each 
arrangement  is  presented  and  the  net  profit  for  each  alternative 
calculated. 

A  Study  and.  Plan — ConRail  Bi-Modal  and  InterModal  Opera¬ 
tions,  Reebie  Associates.  P.O.  Box  1436,  12  Havemeyer  Place, 
Greenwich,  Connecticut,  January  1975.  (NTIS  Accession  No. 
Volume  I-PB  239038,  $5.25;  Volume  II-PB  239039,  $4.25.) 

This  study  reviews  the  intermodel  problems  of  today  and  de¬ 
fines  prospects  for  the  future.  The  study  covers  the  historical 
development  of  intermodal  <q)erations  and  identifies  economic 
and  organizational  problems  and  opportunities.  From  these  find¬ 
ings,  the  contractor  developed  short  and  long  range  alternative 
plans  based  upon  recommended  changes  and  adoption  of  certain 
operating  concepts. 

Freight  Transportation,  Future  Modal  Competitiveness,  Ree¬ 
bie  Associates.  P.O.  Box  1436,  12  Havemeyer  Place,  Greenwich, 
Oonnecticut,  February  1975.  (NTIS  Accession  Na  PB  239219, 
$3.25.) 

This  stndy  examines  rail,  tru(^  and  barge  transportation  in 
the  Region  in  light  of  current  and  projected  future  programs 
of  various  governmental  bodies  and  changing  technology.  Ihe 
study  reviews  current  and  future  government  programs  and 
analyzes  their  influence.  Similarly,  changes  in  technology  were 
reviewed  and  an  analysis  made  of  the  impact  of  these  changes 
on  productivity.  After  quantifsdng  the  effect  of  these  changes, 
the  contractor  developed  a  cost  model  for  alternative  operating 
confignratiems.  llie  ccmtractor’s  study  also  Includes  a  market 
share  analysis  and  identification  of  opportunities  for  securing 
additional  rail  traffic  through  Improved  service. 

A  Study  of  Economics  of  Interrail  and  Intermodal  Competi¬ 
tion  in  the  Region,  Simat,  Helliesen  &  Eichner,  Inc.,  345  Boyls- 
ton  Street,  Newton  Center,  Massachusetts,  February,  1975. 

This  stndy  analyzes  the  econmnics  of  railroad  competiti(m  in 
the  Regimi  and  its  relationship  to  freight  transportation  by 
trucks  and  barges.  The  contractor  reviews  the  literature  on 
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the  economics  of  competition  and  prepares  an  analysis  of  the 
presumed  benefits  of  competition.  A.  seminar  with  shippers  was 
conducted  and  an  analysis  of  th^r  views  on  competitiim  was 
prepared.  The  contractor  also  evaluated  the  competitive  ef> 
fects  of  different  possible  ways  of  organising  rail  service  in  the 
Region. 

Economic  Study  of  Alternative  Mode*  for  Rail  TrafAc  and 
Their  CotU,  Wilbur  Smith  is,  Associates,  1100  Gonnecticut  Ave¬ 
nue,  Washington,  D.C.  (NTIS  Accessicm  No.  PB  239032,  $8^50) 

This  is  an  econ<Mnic  study  of  alternative  modes  for  rail  traf¬ 
fic  and  their  relative  costs,  including  the  social  and  raviron- 
mental  costs.  The  study  summarixes  the  problem  ol  diverting 
rail  trafSc  to  alternative  modes,  discusses  the  prospects  for  sub¬ 
stituting  different  modes  while  preserving  competition  and  de¬ 
scribes  the  principal  factors  affecting  comparative  costs  of  the 
several  modes  of  transportation. 

Study  of  Blocking  and  Train  Operations  Planning,  Stanford 
Besearcfa  Institute,  333  Ravenswood  Avenue,  Menlo  Park,  Cali¬ 
fornia.  .-T 

This  study  of  blocking  and  train  operations  planning  in- 
<dudes  development  of  detailed  integrated  yard,  train  and  main 
line  operational  plans.  For  various  potential  networks,  the 
contractor  develops  a  blocking  and  over-the-road  train  operat¬ 
ing  plan;  a  description  of  significant  capacity  and/or  operat¬ 
ing  constraints;  the  results  of  each  plan  (service,  (grating 
statistics  and  operating  cost) ;  recommended  facilities  <4)anges 
(their  cost,  expected  benefits  and  time  to  imi^ement) ;  and 
commentary  on  the  relative  strengths  and  weaknesses  of  the 
plan.  There  is  no  written  r^mrt ;  the  work  product  is  in  the 
form  of  computer  printouts. 

Freight  Car  Planning  for  ConRail,  Strong,  Wishart  k.  As¬ 
sociates,  Inc.,  50  California  Street.  San  Francisco,  California. 


January,  1973  (NTIS  Accession  No.  Volume  I-PB  239027, 
$5.25;  Volume  II-PB  239028,  $7.00) 

This  study  examines  methods  of  improving  equipment  utili¬ 
sation  within  various  network  configurations  and  estimates  the 
magnitude  and  impact  of  the  potential  improvement.  Included 
in  the  study  is  an  examination  of  whether  additional  freight 
cars  are  needed  and  whether  car  repair  or  building  capacity 
should  be  increased.  The  contractor  defines  alternative  strat¬ 
egies  for  meeting  car  requirement  needs  and  makes  recom¬ 
mendations  on  effective  options. 

Appraising  the  Viability  of  ConRail,  Strong,  Wishart  &  As¬ 
sociates,  Inc.,  50  California  Street,  San  Francisco,  California, 
August,  1974  (NTIS  Accession  No.  PB  239026,  $6.75 ) 

This  study  identifies  the  principal  operating,  marketing  and 
investment  problems  to  be  overcome  for  ConRail  to  improve 
rail  service  and  earnings.  A  financial  planning  model  is  used 
to  project  operating  and  financial  results  for  ConRail  under 
varying  network  assumptions  and  operating  plans  being  tested. 
The  study  further  describes  a  detailed  approach  to  planning 
ConRail  operations  with  a  view  toward  adiieving  ConRail  fi¬ 
nancial  self-sufiBciency. 

Forecast  of  Traffic  and  Revenue  1974-1980,  Temple,  Barker 
&  Sloane,  Inc.,  15  Walnut  Street,  Wellesley  Hills,  Massachu¬ 
setts,  October  1974.  (NTIS  Accession  No.  Volume  I-PB  239022, 
$6.25;  Volume  II-PB  239023,  $8.50;  Volume  III-PB  239024, 
$5.75 ;  complete  set — PB  239021 — set,  $18.00) 

This  study  analyzes  present  and  projected  traflBc  and  revenues 
in  the  Region  from  1974  to  1980  and  through  1985.  The  con¬ 
tractor  develoi^ed  tw’o  forecasts — the  first  ba.sed  on  the  present 
level  of  physical  plant  and  the  second  based  on  the  volumes 
of  tonnage  and  revmues  that  could  be  realized  if  capital  were 
invested  to  upgrade  facilities  an<i  service  significantly. 
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Russell  F.  Murphy 
Paul  D.  Jcdinson 
Baxter  D.  Wellmon 
Gerald  Davison 
Alan  G.  Eddy 
C.  Gordon  Gill 
Jane  B.  M.  H(dt 
Michael  A.  Mates 
Michael  E.  Porter 
Richard  G.  Trenery 
H.  Rudolph  Williams 
William  E.  Williamson 

Office  of  Asset  Valuation 

Burgess  A.  Levin 
Elli  M.  A.  Mills 
H.  William  Brady 
I^eonard  D.  Cotter 
Joseph  M.  Toscano 

Office  of  Financial  Programs  and  Capital  Structure 

Paul  E.  Tierney,  Jr. 

Office  of  Interim  Financial  Analysis 

All  A.  Sabeti 

Office  of  the  Vice  President  for  Manpower  Planning 

Edward  A.  Manetta,  Vice  President 
.  Byron  E.  Rice,  Jr. 

Lynn  Wahl 


Office  of  Labor  Contracts 

(Jeorge  F.  Bent 

Office  of  Manpower  Placement 

Joseph  H.  Palmer 
Arnold  C.  Owen 

Office  of  the  Vice  President  for  Review  and  Evaluation 

Paul  F.  Cruikshank,  Jr.,  Vice  President 
John  M.  Goldsmith,  Jr. 

Newton  D.  Swain 
Francis  D.  Brosnan 
Walter  A.  Carrington,  Jr. 

Edward  S.  Lord 
Robert  T.  Smith,  III 
Mark  J.  Welhofen 
J.  Annette  Wright 

Office  of  the  Vice  President  for  Operations  and  Facilities 
Planning 

James  A.  Hagen,  Vice  President 
Gregory  M.  Patchen 
Nicolo  S.  Genua 

Office  of  Facilities  Evaluation  and  Planning 

Harry  R.  Davis 
Robert  D.  Baldwin 
Willis  E.  Bell 
James  J.  Butler 
William  C.  Wettarti 
John  H.  Coleman 
Benjamin  F.  Long 
Walter  V.  Peters 
John  M.  Ryan 
David  E.  Staplin 

Office  of  Strategic  Planning 

James  W.  McClellan 
C.  Garry  Collins 
Gerald  K.  Davies 
Nelson  Slater 
James  R.  Blase 
James  Dietz 
Michael  K.  Fox 
Janice  R.  Gibson 
Thomas  J.  Hieber 
Richard  D.  Huffman 
Laurel  Kent 
Eldward  W.  King 
Thmnas  M.  O’Connor 
Dirk  Partridge 
Mary  A.  Ward 
Veretta  C.  Woodard 
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Offic*  of  Oporational  Planning 

Charles  W.  Hoi^ 

Hugh  Randall 
Deane  R.  Fcdsom 
Robert  E.  Lindquist 
J.  Noel  BaU 
Ray  C.  Neal,  Jr. 

I>onald  N.  Nelson 
li.  Midiael  Kenny 
William  R.  Brooks  _ 

Peter  Butorac 
Mohinder  N.  Chadha 
Marvin  Clott 
John  J.  Ehaerick,  Jr. 

Anita  M.  Ilvjy 
Robert  C.  Ferguson 
Hyman  M.  Gross 
Victor  Hand 
Louis  E.  Hill 
Charies  J.  Laig) 

Peter  M.  Mardi 
John  Marino 
Neal  D.  Owen 
Albert  M.  Polinsky 
John  R.  Roser 
Jarvis  S.  Seely 
Fitzgerald  A.  Wade 

OfRce  of  Economic  and  Environmental  Studies 

Sidney  Goldstein 
Sharon  Courtemanch 
Kimberly  B.  Gilson 
Porter  K.  Wherier 

OfRce  of  the  Vice  President  for  Public  and  Governmental 
Affairs 

Richard  C.  Sullivan,  Vice  PreHdent 
E.  I>onna  McEhitee 

Office  of  Regional  Affairs 

Ehiniel  B.  Priest 
I>eborah  E.  S.  Benningt<Hi 
James  R.  Gasser 
Thomas  J.  Graves 
Robert  E.  Hetherington 
Ronald  W.  Parte 
Arthur  J.  Sohmer 


OfRce  of  Public  Information 

Robert  W.  O’Rourke 
Alexander  Bilanow 
Anna  B.  BYeund 
Christopher  Klose 

OfRce  of  the  Vice  President  for  Administration 

Alan  L.  Dean,  Vtce  Pretident 
Jacob  Meisel 

Office  of  Management  Systems 

Alan  Mowbray 

Edmund  H.  Longen 
Richard  H.  C.  Seabrook 
Gearline  C.  Adams 
Benjamin  Day,  Jr. 

T^incoln  Hallen 
Lloyd  B.  Wolfe 

OfRce  of  Comptroller 

William  H.  Bozman 
Yolanda  EieMatteo 
John  R.  Harbison 
John  Choi 

OfRce  of  Support  Services 

William  E.  Murphy 
William  J.  Boteler 
John  H.  Madert 
Samuel  Rabinowitz 
Albert  Angelson 
Joan  Benincasa 
Raymond  E.  Casses 
Frederick  Hughes 
Dominick  Marvaso 
Pasquale  Vacchio 

OfRce  of  Personnel 

Earl  J.  Anderson 
James  J.  Hogan 
Mary  W.  Trump 
Martha  C.  Baron 

OfRce  of  Audits 

Jos^h  F.  Modaffeii 
Melvin  I.  Weiser 
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